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THE CHAIRMAN: Please be seated. Ms. 
Couban? 

MS. COUBAN: Thank you, Mr. Chairman. I 
have reviewed my notes over the weekend, and I expect 
to be finished certainly before the morning break, 
hopefully before. 

PAUL JONATHAN BURKE, 

AMIR SHALABY, 

JULIA MARION MITCHELL, 

MARION ELIZABETH FRASER, 


LYN DOUGLAS WILSON, 
WILLIAM OSBORNE HARPER; Resumed. 


CROSS-EXAMINATION BY MS. COUBAN (Cont'd): 


Q. Panel, on Thursday we were looking at 
Exhibit 265, the package of interrogatories, and 
specifically at Interrogatory 4.32.13, and I was asking 
you some questions about the ous that is attached to 
that response. The study is entitled, "Environmental 
Impacts of Demand Management Options." 

If you could turn to page 46 of that 
exhibit -- I am sorry, page 46 of that study, to the 
section entitled, "Conclusions and Recommendations." 
Mr. Wilson, I think this question is appropriately 
directed to you. The consultants have made a number of 
conclusions and recommendations in this report. I'd 


like to ask you about conclusion No. 3, or the 
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conclusion that is at bullet No. 3, which states that: 
"Ontario Hydro could encourage the 
development of recycling programs for 

HCFCs to reduce emissions of these 

chemicals from heat pumps." 

Does Ontario Hydro have any plans in that 
regard? 

MS. MITCHELL: A. Specifically not. 
However, we do work on the CSA standards... 

THE CHAIRMAN: I am sorry, CSA did you 
say? 

MS. MITCHELL: Yes. We do work on the 
CSA standards for heat pumps, which would also cover 
those things. 

MS. COUBAN: Q. Could you be a little 
bit more specific about the work that you do with 
respect to those standards. 

MS. MITCHELL: A. We have a standards 
group that sits on the committee, who is responsible 
for developing the standards or revising the standards 
for heat pumps. 

Q. Would you turn to pages 50 and 51 of 
the same study, which is in the heading 4.3, 
"Environmental Assessment Process for Demand Management 


Programs." On these two pages, Ontario Hydro's 
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consultants recommend a number of steps for an 
appropriate -- for what they call an appropriate 
environmental impact analysis, and those four steps are 
outlined in the bullets on pages 50 and 51. The first 
step is described as being: 

"For each stage in the life cycle, 
identify any known or suspected toxic 
substances or pollutants associated with 
the product being installed or the 
product being replaced." 

The second bullet states: 

"Determine the fate of each toxic 
substance and pollutant identified for 
each lifecycle stage." 

Third bullet states: 

"Determine the impact of the demand 
Management products on other products or 
systems that may be affected." 

And the final bullet says: 

"Develop mitigative measures to 
ameliorate adverse environmental impacts 
and measures to enhance beneficial 
environmental impacts." 

Is it OntaciovHydro*ts) position that, it 


has followed such an analysis or procedure with respect 
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to its demand management program? I'm not sted who 
this would be most appropriately directed to. Ms. 
Fraser? 

MS. FRASER: A. Yes, at this time we 
have not developed the formality that is indicated in 
this recommendation, purely due to that we haven't 
taken a thorough look at this, at the program 
development side of things. 

We do, in the original screening of a 
concept, look at the environmental aspects, as I 
indicated I believe on Wednesday, as part of the 
screening process that we go through. In addition, 
when the decision analysis is completed for a 
particular program, the cost benefit, if there are 
specific environmental concerns, we deal with that, but 
as I said, at this point we have not developed the 
formality indicated here. 

Q. The report was completed in September 
of 1990, so Ontario Hydro has had this report for some 
time. I believe in your answer you told us that you 
haven't take a thorough look yet at those 
recommendations. Are you intending to take a thorough 
look at these recommendations? 

A. Yes, we are. 


Q. If we could turn to Interrogatory 
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AV32.T7CinvExhibit 265.6 «MrveBurke ele think: this 
question should be directed to you. The question asked 
by the government was: 

"What probabilities have been 
attached to the forecasts of various 
levels of conservation and on what 
basis?" 

And the response was: 

"No probabilities have been attached 
to the forecasts of various levels of 
conservation." 

Could you explain why not? 

MR. BURKE: A. We did supply, in Panel 1 
interrogatories, a report, a specific title in the 
interrogatories to which was attached. So, I could 
provide you with it, but I don't have that right eREN 
That explored the sensitivity of the uncertainty band 
for the primary load forecast to uncertainties in the 
conservation program impacts. 

And the reason that we had to essentially 
do a sensitivity analysis in order to determine or 
estimate what the implications for conservation program 
uncertainty might be for the primary load forecast was 
because there is no historical experience with the 


penetration rates of these programs with which to work 
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in estimating uncertainty. 

Our uncertainty methodology requires that 
we have some historical experience with penetration 
rates in order to be able to estimate the likely future 
uncertainty of program penetration rates. And as a 
result, the best that we could do was to look at 
sensitivity analysis to different penetration rates, 
different distributions of penetration rates, and take 
into account the relationships as well between levels 
of conservation or potential end-use conservation and 
the load forecast itself. 

So that as one might expect, the 
potential induced is sensitive to the rate of growth of 
GDP and the turnover of the capital stock. Again, we 
don't have precise emperical data for that, but we 
could reasonably postulate some relationships. It is 
also sensitive to avoided costs, which may vary as the 
load forecast itself varies. 

So, there are a range of factors, and 
essentially, because we have inadequate information at 
this point in time, inadequate experience essentially 
with conservation programs, we were not able to develop 
specific estimates. We simply convinced ourselves that 
over the range of plausible sensitivity analyses, the 


primary load forecast uncertainty band should be no 
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less wide than the basic load forecast uncertainty 
band. From the point of view of planning and this 
hearing, that was the major issue. Not specifically 
how each conservation program would do, but what the 
bottom line for primary load forecast uncertainty would 
be. 

MS. COUBAN: Mr. Chairman, I don't think 
it is necessary to have an undertaking number attached 
to Mr. Burke's suggestion that he could get us an 
interrogatory. I think that I will speak to Mr. Burke 
about that. Thank you. 

Qed Mr. Burke, staying with you, I'd like 
to ask you about a comment that you made. It is in the 
transcript at Volume 47, page 8525, and over to page 
S526. 

THE CHAIRMAN: I am sorry, could you give 
me the number again please? 

MS. COUBAN: Volume 47, page 8525 to page 
8526. 

Q. Line 13 of page 8525, Mr. Campbell 
asked you the question: 

"All right. And what are the 
eligible markets for fuel switching from 
electricity to natural gas in Ontario?" 


And over on page 8526, the question was: 
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"All right. Now what is the 
eligible market in the residential 
sector?" 

And in answer you said: 

"Well, the candidates are space 
heating, water heating, cooking and 
clothes dryers. Essentially, we have 
eliminated cooking and clothes dryers 
because we think consumers might object 
to being obliged to switch in those end 
uses.” 

That last sentence that I read is the 
sentence that I'd like to ask you about. What is the 
basis for your conclusion with respect to the 
residential sector that you've eliminated cooking and 
clothes dryers, because you think consumers might 


object to being obliged to switch in those end uses? 
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[10:15 a.m.] MR. BURKE: A. Well, in the case of 
cooking, I think the the choice of a gas or an electric 
stove is a matter of taste and may provide different 
services to different consumers. It's not simply 
exactly the same thing being provided with a different 
fuel. 

I suppose in the area of clothes dryers 
it's more controversial, although the technology for 
gas-fired clothes dryers is not as prevalent at all and 
people are much less familiar with it, and so we 
expected that there would be some resistance to that 
technology. 

Q. Would it be fair to say, Mr. Burke, 
that those statements then are based on your personal 
observations and not on any studies? 

A. No, we did not do any studies 
particularly to determine this result, but I think they 
reflect the -- this was not just my personal views, but 
they reflect the range of people involved in this 
study. 

I don't know whether one could say we 
have a corporate position on this, but essentially we 
felt that these were relatively small potentials and 
because they involved a question of personal taste or 


technologies that had yet to be widely used... 
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MS. MITCHELL: A. I would agree with Mr. 
Burke's statements here. We have the 1990 RAS survey 
which indicates that the use of gas dryers and gas 
cooking appliances is relatively low. 

Q. I'm sorry, what was the name of that 
survey? 

A. The Residential Appliance Survey. 

Q. Do we have that as an exhibit to 
these proceedings? 

A. Yes, I believe it is part of the 
market research reference attachment to an 
interrogatory. It's part of the PCRD. 

Q. So, just so that I am clear on this 
point, it is a conclusion that one could take as coming 
From that particular study; would that be fair? 

A. I wouldn't say it's a definite 
conclusion but it is certainly an indicator. 

Q. That study, Ms. Mitchell, does it 
state the reasons why natural gas isn't being used in 
those end-uses or does it just state the conclusion 
that it is not being used? 

A. No, it's a statistical survey. 

Q. So it is the latter then? 

A. oes: 


Q. Thank you. 
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Okay, Mr. Harper, a clarification point 


with respect to a comment that you made in transcript 


Volume 48, page 8605. 


MR. HARPER: A. Yes, I have the page. 


Q. Thank you. Mr. Campbell in your 


direct evidence asked you the question: 


wAbieright:: beNowpepre it cantturn then 
to the other item you mentioned, which, 
in the area of rate-related initiatives. 
I would ask you to briefly describe what 
you are doing in the area of time-of-use 
rates." 

Your answer was: "In this area we 
have activities going on on two fronts: 
They are aimed at ensuring that the 
option of extending time-of-use rates to 
smaller customers is available if 
required. 

The type of meter currently used to 
bill large industrial customers for 
time-of-use costs roughly $5,000. Such 
costs represents not only a financial 
barrier to a utility that is interested 
in implementing time-of-use rates for 


smaller customers, but it also 
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Significantly impacts the economics of 
the time-of-use rate program for those 
smaller customers." 

Now, my question relates to your 
reference to the cost of such a meter, a time-of-use 
meter being $5,000 for a large industrial customer. 
You didn't mention the cost for residential customers 
and the metering costs in that context. 

Wouldn't it be true that the metering 
cost for residential customers would be significantly 
lower than the $5,000, perhaps in the range of 3- to 
$500? 

A. Wes, ‘thatiasticorrect: cActual ly, 
there is one approved meter now for metering 
time-of-use for residential customers and the cost of 
that is in the order of $250. 

Q. Okay. Thank you. 

I am not sure who this question should be 
directed to, perhaps you, Mr. Wilson, but if it's not 
appropriate for you then please redirect the question. 
It's with respect to Ontario Hydro's existing system 
and the demand management potential of it. 

Has Ontario Hydro considered its own 
existing system and the demand management potential of 


it, for example, with respect to equipment 
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improvements, transmission efficiency improvements, and 
generating station efficiency improvements? There may 
be other examples. 

MR. WILSON: A. I can give you a general 
answer, that energy efficiency improvement potential of 
many parts of Ontario Hydro's facilities have been 
considered and included in the potential estimates. 
That includes basically all the commercial and 
industrial buildings that Ontario Hydro operates and 
the motors, pumps, fans, lighting systems, and so on. 

The estimates of potential, to the best 
of my knowledge, do not include the redesign of the 
power or distribution systems. That is the technical 
engineering design of the power system structure in 
Ontario, that has not been included. 

Hydro's approach to designing the power 
system is to minimize the long-run cost using the 
discounted cash flow method which is comparable to our 
approach to assessing demand management options. 

Consequently our economic analysis policy 
internally is equivalent and should produce equivalent 
results to our demand management programs. 

Q. What about with respect to 
transmission efficiency improvements, is that 


specifically being considered? 
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A. I have no estimate of any further 
improvement in efficiency that is available to the best 
of my knowledge. That doesn't exist. 

Q. Has it been looked at, though? 

A. As I just said, no. 

Q. Ms. Fraser or Ms. Mitchell, this 
Clarification question is directed at you. Could you 
confirm that more efficient cooling techniques in the 
commercial residential and industrial sectors would 
result in energy savings even if the techniques are not 
related to winter peak demand? 

MS. FRASER: A. Yes, they do and that's 
why we include thermal cool storage aS a program in the 
commercial sector. 

MS. MITCHELL: A. And in the residential 
sector we also are promoting ground source heat pumps 
which are more efficient than a conventional central 
air system. 

Q. Okay, thank you. 

Mr. Burke, this question is directed to 
you and it's with respect to a question and answer in 
Volume 47 at page 8559. Beginning on line 5 Mr. 


Campbell asked you the question -- sorry. 
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[10:25 a.m.] THE CHAIRMAN: Go ahead. 

MS. COUBANso0Q0< x"Alldoright;anowsagainst 

all of that background, I want to come 

back to you for a moment, Mr. Burke, and 
ask you to summarize the total demand 
management potential that Ontario Hydro 
has identified for Ontario by the year 

2000." 

Answer: "The overhead, page 59 of 260 

summarizes the total of the potential 

estimates that we have just finished 

describing. The result is 10,200 

megawatts. I would observe that if 100 

per cent of this potential were to be 

obtained, it would correspond to about a 

30 per cent reduction in Ontario Hydro's 

forecast of year 2000 peak." 

What I'd like to ask you is what 
percentage of the growth and demand between 1991 and 
the year 2000 other does the demand management 
potential of 10,200 megawatts represent? 

MR. BURKE: A. It would be over 100 per 
cent. The growth and demand is roughly 8,000 megawatts 
between 1990 and 2000. 


Q. What per cent of the growth and 
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demand neces 1991 and the year 2,000 does the demand 
management target or expectation of 5,200 megawatts 
represent? 

A. About 55 or 60 per cent. 

MS. COUBAN: Those are all my questions, 
Mr. Chairman. 

THE CHAIRMAN: Thank you, Ms. Couban. 

MS. COUBAN: Thank you. Thank you, 
panel. 

THE CHAIRMAN: Mr. Poch, are you ready to 
start. 

MR. D. POCH: Mr. Chairman, if I could 
have a few minutes. I just phoned my office a few 
minutes ago, told them we'd be starting early 
earlier -- 

THE CHAIRMAN: Perhaps they are just 
arriving. 

MR. Di ‘POCH?-* Oh. 

THE CHAIRMAN: Do you want a few minutes 
to get organized? 

MR. D. POCH: That would be helpful. 

THE CHAIRMAN: We will take a ten-minute 
break. 
=——-Recess at: 10:25 a.m. 


---On resuming at 10:42 a.m. 
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THE CHAIRMAN: Please be seated. Mr. 
Poch? 

MR. D. POCH: Thank you, Mr. Chairman. 

Before you are several documents which we 
will be relying on in our cross-examination, and if I 
may, I'd like to have exhibit numbers for those 
documents, oe First of which is a two-page document 
entitled "Outline of CEG Cross for Panel 4." 

Perhaps by way of explanation I should 
say that this threatens to be a rather lengthy 
cross-examination. I will try to resist getting into a 
discussion of why any particular technology is or is 
not included in Hydro's menu and leave that to others 
and to evidence in chief. But nevertheless, there is a 
lot to cover just by way of program matters, and I felt 
that an outline siete be of some assistance to the Board 
to understand the context of the questions. 

THE CHAIRMAN: Number would be? 

THE REGISTRAR: 268. 

THE CHAIRMAN: The number of that exhibit 
will be 268. 
+--EXHIBITANOc$: 268 Se Outline of CEG Cross* for» Panel 

are 

MR. D. POCH: Then, Mr. Chairman there, 


are three Cerlox bound volumes entitled "Background 
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Materials for CEG Cross-Examination of Ontario Hydro 
Witness Panel 4," and they are noted as Volume 1, 2 and 
3. Perhaps for ease of reference, we should give them 
separate exhibit numbers, Mr. Chairman. 
THE CHAIRMAN: Volume 1 will be 269, 
volume 2 will be 270, and volume 3 will be 271. 
---EXHIBIT NO. 269: Volume 1, "Background Materials 
for CEG Cross-Examination of 
Ontario Hydro Witness Panel 4." 
---EXHIBIT NO. 270: Volume 2, "Background Materials 
for CEG Cross-Examination of 
Ontario Hydro Witness Panel 4." 
---EXHIBIT NO. 271: Volume 3, "Background Materials 
for CEG Cross-Examination of 
Ontario Hydro Witness Panel 4." 
MR. D. POCH: There were some materials 
which managed to evade Volumes 1 through 3, three 
documents -- or rather I should say e-cerpes from 
documents. And again I think for ease of 
identification they could have separate numbers. That 
would be appreciated. The first would be a sheet, a 
table entitled, "Program Compact Fluorescent 
Multiretailer," and this is page 933 from Ontario 
Hydro's PCRD part 2 residential programs, Volume 5. 
THE CHAIRMAN: And it will be 272. 
—-~-=EXHIBIT NO. 272: “Program Compact Fluorescent 


Multiretailer." 


MR. D. POCH: The next is a sheet from 
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NYSEG, N-Y-S-E-G, headed "DSM 330 Residential 
Conservation Program." 

THE CHAIRMAN: I some sorry, what does 
NYSEG stand for? 

MR. D. POCH: It is a New York -- 

MS. FRASER: New York State Electric and 
Gas. 

MR. D. POCH: New York State Electric and 
Gas, thank you, Ms. Fraser. 

THE CHAIRMAN: It will be 273. 
---EXHIBIT NO. 273: "DSM 330 Residential Conservation 

Program." 

MR. D. .POCH:. ‘Andwfinally, Mr. Chairman, 
excerpts from pages of the Hansard from the Ontario 
Legislature Select Committee on Energy from Monday, 
September 19, 1988. 

THE CHAIRMAN: 274. 

---EXHIBIT NO. 274: Excerpts from pages of the 
Hansard from the Ontario 
Legislature Select Committee on 
Energy from Monday, September 19, 
1988. 

MRD, POCH eet hank) yougeMro.Chairman. 
With the exception of those separate sheets, my friend 
and his witnesses have had this material since last 


week. I should advise those following along in the 


audience that apart from the materials that they would 
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likely have here in any event, the main exhibits on 
conservation, in the course of my examination I will 
likely be referring to Exhibits 73 and 74, which in 
future days they may wish to have on hand. 

Finally, Mr. Chairman, Volume 1 of the 
background materials contains a number of excerpts such 
as that one we just referred to from New VOR State 
Electric and Gas describing programs, and I have 
provided Mr. Campbell with a full set of the materials 
from those other utilities from which those materials 
are excerpted. It is rather voluminous, a little over 
a foot of materials. 

I have also made a set, which with the 
Board's permission, I would ask to be simply placed in 
the Board's reading room and not be given -- I don't 
believe it needs to be given an exhibit number. We 
won't be referring to any materials in it, apart from 
those that are already in the background materials. 
But I would understand that some intervenors may wish 
to have an opportunity to look at the context with 
which those materials are presented. And simply for 
that reason I would make them available, if that is of 
assistance to the Board. 


THE CHAIRMAN: Thank you. 
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CROSS-EXAMINATION BY MR. D. POCH: 


Q. Panel, just before I go into the 
portion of my cross-examination outlined, we all had an 
opportunity to read the paper this morning, and there 
was coverage of a position being put forward by Energy 
Probe in these proceedings with respect to the concerns 
that can arise with utility sb Savoie programs. And 
I wanted to just briefly discuss a couple of those 
concerns with you at the start. I think we can take 
the two that made it into the paper by way of example. 

The first is a scenario where its 
proposed Hydro has paid $600 to reduce an industry's 
electricity use. In the example, the industry gets 
that $600, they also save $600 on their electricity 
bill, and then it is suggested there is the possibility 
they could go out and engage ina less suitable form of 
electricity generation, make some money and not 
necessarily do a clean job of it. 

First of all let me ask, then, would you 
simply give money to a company that said -- and that 
reduces its electricity conservation, without being 
assured that they are actually investing in 
conservation technologies? 

MS. FRASER: A. No, we wouldn't. 


Q. So, in that scenario, the company 
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would have to make an expenditure with the money you 
provide them, or you would make an expenditure on their 
behalf on the conservation technologies? 

A. Yes. Usually we ask to see the paid 
invoice before we give them the money. 

Q. And furthermore, you would only do 
that, I take it, if the alternative would be for 
Ontario Hydro to spend more that $600 on supply? 

Avs Yes by and large, that is the 
principle. 

Q. If we had a load displacing 
non-utility generator, if you were assisting somehow in 
a load displacement program, you wouldn't also give 
them a grant calling that conservation if they simply 
used that power, would you, for their own purposes? 

A. No, that wouldn't be considered 
conservation. 

Q. And just in terms of this double 
recovery question, in terms of the participant, they 
get paid perhaps the full incremental cost in some 
cases of the conservation measure, and then of course 
they use electricity, less electricity and save on 
their bill, if we have widespread conservation 
programs, wouldn't all of those $600 grants show up on 


average in people's bills and escalate the rate per 
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kilowatthour in the remaining portion of people's 
bills, if I may? 

A. Yes, the rate would go up, but their 
bill would go down. 

Q. The reason the bill goes down on 
average is because the $600 you have spent is less than 


you would otherwise have to for supply, is that 


correct? 
A. Because they have saved electricity. 
Oal Yes. 
Okay, now the other example that 

energy -- at least that the Globe and Mail picked up on 


this morning was the concern that, for example, ina 
compact fluorescent handout program, that bulb may be 
installed somewhere where it is not cost effective 
because it is not ina light that is on very much. Is 
that a concern? 

MS. MITCHELL: A. Well, at this time we 
don't have a handout program for compact fluorescents. 

Q. Let me jump to the bottom line. Ina 
well-designed program, you could put controls in place, 
either by you yourselves installing, or through third 
parties, which would ensure that the bulbs ended up in 
places which were high use places? Is that true? 


A. Yes, that is true. 
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Q. And that would offset that concern in 
the main? 

Ave Well, nvadditionmto that technique, 
we also use information which directs customers to the 
appropriate use. 

Q. Right. Now finally pervading those 
two concerns is the underlying, perhaps, fear or 
distrust. Fear that there is a conflicting motivation 
on the part of Ontario Hydro, maybe not on individuals, 
but in a corporate sense, and it is a question of the 
wolf in the hen house; how can we be assured that you 
will design your programs right and not see wastage. 

Can I ask you, is this a concern that 
arises whenever we have a monopoly energy company, and 
the same would hold true for, for example, private 
sector gas monopolies in Ontario, to the extent it is a 
concern? 

MS. FRASER: A. Yes, I haven't read the 
article in the paper, so I am at a little bit ata 
loss. 

Q. Would you agree whenever there is a 
monopoly there is -- there can be a concern that the 
monopoly can be abused? 

A. Yes, that's why we have regulatory 


authorities over monopolies. 
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Q. You have foreseen my somewhat obvious 
suggestion, thank you. 

MR. D. POCH: Mr. Chairman, I should just 
add, I don't want to imply that my clients don't share 
some of the concerns expressed by Energy Probe. The 
purpose of our cross will, in large measure, be to 
suggest solutions that Hydro may or may not have yet 


pursued. 


Farr & Associates Reporting, Inc. 


24 


PBs) 


Mitchell,Fraser,Wilson, 9009 


Burke, Harper,Shalaby 
cr ex:. (Dy Pooch) 


[10:55 a.m.] Let me begin then with a question about 
the impact of the 1500 megawatts you have suggested as, 
if I understand it correctly, that is the net impact of 
what you view as the most likely scenario for standards 
in fuel switching as a result of recent government 
direction. 

Am I correct in understanding, Mr. Burke, 
that that 1500 megawatts is as I have described it, it 
is the net change after you have backed out duplication 
with existing programs and that the 1500 is all 
attributable to your presumptions about standards 
beyond those already forecast and fuel switching beyond 
that already forecast? 

MR. BURKE: A. We certainly have 
attempted to avoid as much double counting as we can, 
and we have explained the extent to which we have taken 
steps to avoid double counting in the documents. I 
can't guarantee that there isn't a little bit left in; 
but the intention was certainly to make it a net impact 
on the load forecast. 

As far as how the extra 1500 megawatts 
would come about, yes, we are anticipating that the 
government will act on some of its statements about 
setting aggressive standards, and that as it has 


included fuel switching in the, I guess, the draft of 
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the Power Corporation Act that's before the 
Legislature, we are putting forward a scenario in which 
some mandated fuel switching occurs. Whether on the 
fuel switching side the government is actually going to 
mandate fuel switching is something that we can only 
speculate on at this point, but this is one way that we 
could achieve the 1500 megawatt net increase in EEI and 
fuel switching. 

Q.9 And, Dram right in understanding that 
the driver behind the 1500 are those two assumptions 
with the netting out? 

A. Essentially, yes. In the areas where 
standards do not apply and where fuel switching is not 
applied, Hydro feels that the attainable EEI that was 
estimated previously is and was an estimate of the 
maximum it felt it could obtain, and so that the 
increment above and beyond the 2,000 megawatts cited 
previously can be attributed to fuel switching, not all 
due to government programs though. There was about, 
you remember in Case A, about 6- or 700 megawatts 
associated with Ontario Hydro programs in the fuel 
Switching area. 

So, it's fuel switching, not necessarily 
government driven, and standards for efficiency gain 


and some end uses. 
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Q. I am just trying to understand to be 
perfectly clear, that apart from the impacts of new 
either mandate-presumed or program responses to the 
government initiative and the government initiatives on 
standards, if we were to back that out we would still 
be at 2,000 for 2,000. You haven't change that with 
the announcement of the new funds. It's 2,000 for 
2,000 and then you have had to net some of that out 
because, of course, there is overlap with the fuel 
Switching standards. 

A. That's correct, as long as you are 
not implying that this depends on a particular 
government policy initiative as far as fuel switching 
is concerned. 

The scenario that we provided reflected 
an extra few hundred megawatts associated with mandated 
residential fuel switching, but that's something which 
was just a scenario. 

Q. All right. We will return to fuel 
Switching a little later. 

I would like to discuss with you the 
principles at play in your demand management plan. 
Firsteofsalil, . can@wergqo.tov Exhibit 7 4.tmPbisa issthe 
Demand/Supply Planning Strategy, March '89, Report 


666D SP. Can you turn to page 6. 
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Mr. Chairman, the version I have from 
Hydro is an orange-yellow, cerlox-bound version. 

On page 6 we see five, what are described 
as five basic thrusts, and just to paraphrase, they are 
high priority to maintaining the existing system, 
giving top priority is the phrase, to DSM, high 
priority to non-utility generation and cogeneration, 
high priority to the orderly development of hydraulic 
and keep open the options for major supply. 

Can I ask, Mr. Wilson, was the choice of 


the wording "top priority" for DSM rather than high 


priority intentional, first of all, Mr. Shalaby? 


MR. SHALABY: A. Yes. 

Q. Can I ask, then, why it was you were, 
until the government intervened, spending a quarter of 
a billion dollars on nuclear engineering prior toa 
approval that has now been, we are told, 
cost-effectively transferred to conservation? 

A. Well, that's consistent with item 
five on the list that you read. Item 5 says Hydro will 
keep open the options for major new supply. And the 
environmental work and pre-engineering work on supply 
is a means of keeping the option open. 

Q. Is that option now foreclosed, that 


supply option? 
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A. It's not as open as if you were doing 
engineering in environmental work. 

Q. I take it that DSM has been given 
greater priority as a result of the transfer of those 
funds? 

A. I don't know that it is given greater 
priority. It's given money that it didn't have before. 
Priority was always there. It's increased funding in 
the early ‘90s. 

Q. Your evidence, I take it, the panel's 
evidence is that this is a cost-effective expenditure, 
the 240-million on the conservation programs, Mr. 
Wilson, Ms. Fraser? 

A. I think the government 
Ccross-examination touched on that. The question was, 
$240-million, how was that money being spend in demand 
Management, and Mr. Wilson responded to that. And then 
there was a question to me as to what does that do to 
the supply side and did anybody do a cost benefit 
analysis to show whether was that was a cost effective 
transfer of money, and we answered that. 

Q. Well, oMs. Fraser, Mr.°Wilson, is’ the 
240 being spent on programs which meet the total 
customer cost test? 


MS. FRASER: A. Yes, they are. 
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Q. So, by definition then, it's cost 
effective relative to avoided cost? 

A. I guess what we are not totally sure 
of is whether or not some of those funds might have 
been better spent a little later than sooner in the 
sense that there is a lot of pipe to lay in demand 
Management and we are rushing some of the 
infrastructure things a little bit faster than we might 
want to. 

Q. But we are not spending that money on 
any programs that aren't cost-effective relative to 
avoided cost? 

A. All the programs are of cost 
effective. 

Q. And this would be avoided cost that 
was generated using the scenario before the change to 
the nuclear program timing, right, Mr. Shalaby? 

MR. SHALABY: A. Yes. 

Q. And if anything, Mr. Shalaby, the 
delay in the nuclear timing that results because of 
this transfer of funds, should make conservation even 
more valuable to cover that interim gap? 

A. Yes. It doesn't say that the 
transfer of money still is or is not cost effective. I 


don't know the answer to that. Whether the gain on the 
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demand side offsets the damage done on the supply side, 
I have no idea about that. 

There is damage done on the supply side, 
there is gain done on the demand side. To what extent 
they balance each other, what I indicate is that we 
haven't done a detailed assessment of that. 

Q. Let's make sure I haven't 
misunderstood. I had understood that apart from 
whatever added costs you may face if you ultimately go 
nuclear because of the delay, compared to the nuclear 
plan and the supply plan prior to that, this investment 
of 240-million on that yardstick is an effective 
investment on the conservation side? 

An. altoive 

Q. You agree with that? 

Ava ete sy 

Q. And if we had interpreted the phrase 


"top priority" to DSM earlier, prior to the government 


intervention, if you had interpreted that, as, for 


example, meaning you should be doing more 
pre-engineering of conservation and less of nuclear, 
that would have been a change in the plan, it would 
have changed the shape of the plan as we have seen the 
government's intervention has ultimately changed the 


shape of the plan; is that fair, Mr. Shalaby? 
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A. This sounds more like if it was the 
only priority. Top priority doesn't necessarily mean 
itd sethe onlyeprionity.: 

Q. If it had been interpreted all along 
the way the government has imposed an interpretation, 
if you will, you would get a different plan or a 
different result in the real world. I guess this is 
trites;qbuts.« 

A. Yes. 

Os nSonnitissiarratotcay.$thateyour 
setting of priorities, for example, there is some 
choice involved. It's a matter of choice, is the 
phrase some of us have coined, that affects the outcome 
in the real world. 

A. Yes. 

Q. Now, those were called five basic 
thrusts. 

If you go in Exhibit 74 to page 11, there 
is a schematic there where there is reference to 
general strategic principles, and I take it that these 
are the ones listed on page 15? 

A. Yes. 

Q. All right. We will come back to talk 
about some of these when we get to Panel 11 because, of 


course, they impact on the mix in the plan. But is it 
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fair to say that some of them do indeed impact on the 
DSM component of the plan directly; for example, 
putting reliability on the list as paramount might mean 
you would pass over some untested demand management 
options as unreliable; is that fair? 

A. Pass over meaning? 

Q. Not included in the DSM plan. 

A. I think we have seen examples of 
things that were thought to be unreliable and were not 
included until we were convinced that they are reliable 
enough that it will provide good service. 

Q. So, you are agreeing with just my 
general observation that these general strategic 
principles are at play in your selection of the DSM 
plan components. 

A. These were meant more to be a guide 
to the integrated planning, not necessarily just the 
demand side management component. 

Q. So, what you are telling me is they 
go beyond the demand side management component but they 
also affect the demand side management component? 

A. Yes. 

Q. Is unreliability different than 
uncertainty about an option's likely performance? 


A. Yes. aveve 
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(11:10 a.m.] Q. And if uncertainty was an issue, 
would you agree that, for example, there is, quite 
apart from operating reliability on the supply side, 
let's take nuclear as an example, there are outstanding 
uncertainties about such things as cost and waste, for 
example, in a nuclear program. 

A. There are. 

Q. So, can we say about these strategic 
principles that your choice of the strategy elements 
and the relative weighting of these elements would 
impact on the particular DSM program that you propose? 

A. Yes, the strategy will, as Mr. Wilson 
testified, contribute to the formulation of the 
Demand/Supply Plan, including its demand management 
component. 

Q. Then we move from general strategic 
principles to page 16, where we say "General Demand 
Supply Strategies." Again, these apply to both supply 
and demand, and thus to the DSM program, some of them 
explicitly talk about the mix of the two, of course, 
but if we see take, for example 2.1.2, you include the 
social environmental cost that you actually have to 
incur. That would impact on the DSM program, to the 
extent you have to incur such costs? 


A. Yes. 
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Q. And it would impact both to the 
extent you have to incur it on the demand side and to 
the extent you can avoid incurring it on the supply 
side? 

A. Yes. 

Q. It affects your avoided cost? 

A. Right. 

Q. And indeed it is true that your 
avoided cost does include some actual cost to meet 
environmental and social requirements, and that has 
raised the avoided cost and thus the number against 
which you screen for economic potential of DSM? 

A. Yes. 

Q. Now what happens if this Board 
chooses to impose new costs on you by way of a 
condition? Say it imposed a condition that you limit 
radiation exposures to a fifth or a tenth of what your 
Current target is, in light of this new international 
consensus we have heard about on the harmfulness of 
radiation. I don't ask you to comment on that. I 
should perhaps pick a less contentious example, but 
take it as a hypothetical. 

Would that be a requirement that would 
raise avoided cost and thus the level, the cut-off 


point for economic potential? 
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A. If the requirement raises the cost of 
supply, not all of these requirements will necessarily 
raise the cost of supply, but if they do, then the 
avoided cost will rise and the cut-off point will move. 

Q. And to the extent that there are some 
technologies out there or greater use of technologies 
that you have already aeeea out there that presently 
cost more than avoided cost that don't pass the total 
customer cost test, the economic potential will have 
increased? 

A. Yes. I want to remind you of what 
Mr. Burke also indicated. And that is there isn't a 
very large pool of resources that exceed avoided cost 
by very much. 

Q. But to the extent that however large 
that pool is or small that hh is? 

A. Theoretically, yes, but practically 
the pool is an infinite, and in our experience that is 
the case. 

Q. So, there may be change, and you are 
saying it is not going to be linear? 

A. Yes. That's sophisticated for that, 
yes. 

Q. I'm prepared to treat you as a 


sophisticated analyst. 
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A. Okay. 

OT" So," your? choice, of "that ,2 Ob? wnat 
environmental and social costs to include in avoided 
cost has directly impacted on the level of DSM in the 
plan. 

A. What's the question there? 

Q. Your choice of what environmental and 
social costs to include in avoided costs has directly 
impacted the level of DSM in the plan for the reasons 
we have just spoken of? 

A. Yes. What I'm pondering on here is 
whether it is a choice. It is legislative 
requirements, and it is corporate policy in certain 
matters. So, there is an element of choice, there is 
an element of legislation. 

Q. All right, some of it wasn't your 
choice. 

A. And those requirements affect demand 
management. 

Q. Yes, you have agreed with my premise, 
and you are telling me some of it isn't your choice. 

ALOG That ’shiright®. 

Q. And some of it is your choice. 

ALS That? serigats 


Q. Then we get to specific demand side 
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management principles, and they start at page 17 of 
this exhibit, and they go through right to page 20, and 
we will get into a few of these in detail as examples 
of where we allege you have gone wrong, but I note, if 
we go to Exhibit 25, which is the explanation of the 
DSM component of the plan, if you could turn, in that 
exhibit, to the first page of the introduction, which 
is -- although it doesn't have a number on it, it is 
actually page 1 of the body of the document. There are 
three principles that have been singled out in the 
paragraph third from the bottom. Perhaps I will read 
it into the record, for those that don't have it here. 
"The elements of the demand 
Management strategy are specified in the 
demand/supply planning strategy. The 
demand management strategy is that 1) 
demand programs be implemented to the 
full extent that they are cost effective 
compared to Ontario Hydro supply options, 
2) customers who benefit from the 
programs be required to make significant 
contributions, and 3) the programs be 
acceptable to customers in general." 
And just so we can tie this together, the 


first of those would be, that is implement to the 
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extent of cost effectiveness, that would be the same as 
strategy element 3.1. 

And as we refer to these strategy 
elements, I should advise everyone that they are 
reprinted in Appendix A of the "Balance of Power," 
Exhibit 3, and that is a convenient place to see them 
alls. 

Ain ctedss 

Q. And the second one that you single 
out is "Customers who benefit from programs be required 
to make significant contributions." I take it that is 
a paraphrasing of principle 3.11.2? 

A. Yes. 

Q. And the third one, "programs be 
acceptable to customers in general," could you point me 
to ithe =~ that, would -bem3<)1e93 feiemthat right? 

A. Partly that and partly things to do 
with customer satisfaction and meeting customer 
requirements, yes. 

Q. Can I take it from the inclusion of 
these in the introduction in Exhibit 25 that these were 
the dominant strategy elements that acted as | 
determinants of the DSM program design? 

A. Well, that document was not about 


program design. 
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Q. All right. Then these are the 
dominant strategy elements affecting the demand 
management plan. 

A. This document is about determination 
of potential and the sketching of the plan, you are 
quite right. So, I wouldn't say these are any more 
dominant then the rest of them. There are a large 
number of strategy elements to do with demand 
management. They are mentioned in many places. This 
was highlights of what certain financial and cost 
related measures that relate to the demand management 
plan are put here again. 

Q. Well, ‘ number of points you have 
made. First of all, it reads, "The demand management 
strategy iss" 1)) 2; 32° So, who wrote this’ exhibit? 

A. Staff and assistant planning 
division. 

QO.s8lsi at hairto’ say that they 
interpreted those three as being key determinants? 

A. They are significant determinants, 
yes. 

Q. Now you said it doesn't affect 
programs per se, and I take it that just follows 
naturally from the fact that the process you have gone 


through is first to look for economic potential, where 
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you make some reference to what has been obtained 
elsewhere, and then you go on to obtainable and so on. 
And really, you haven't gotten down, and perhaps, Mr. 
Wilson, you could help us here, you don't get down to 
fine detailed program design until it has taken a 
couple of years, fair? At the time that this exhibit 
was done and that the strategy was being formulated, 
you weren't into detailed program analysis by any 
means. 

MR. WILSON: A. Yes, that's correct. 

MS. FRASER: A. We started with 
incentive programs in January 1989. 

Q. So, there were a couple of programs 
which led off. 

A. That's right. We are using the basic 
principles in the draft DSPS. 

Q. And your program development and 
design is still an evolving process. 

A. Absolutely. 

Q. So, these three principles that were 
at least highlighted in the introduction there, they 
all act as limits on the amount of DSM in the plan? 

MR. SHALABY: A. Yes. 

MS. FRASER: A. I'd certainly agree with 


that, but I think the overriding limit to the amount of 
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DSM that is in the plan in terms of the 2,000 by 2,000 
are not these constraints. It is the amount that we 
think we can get, just actually going out and being 
able to get our hands on it and getting it. 

Q. I understand that, but that has to do 
more with obtainable than economic potential, isn't 
thatefair? 

A. »Oh,a that szcornrects |.If:;you are 
talking about economic potential in the plan, yes. 

O. s Right «g.And-- 

MR. WILSON: A. I think perhaps the 
first of the three elements that you read is the one 
that represents no limit whatsoever. It is a 
paraphrase of strategy element 3.1, which says that we 
will aggressively pursue electrical efficiency to the 
full extent that they are economic. And I don't see 
that as the only constraint there is that they be 
economic. 

Q. All right. What you seem to be 
Panuniag me is that that hasn't, in practice, been a 
constraint. 

A. Well, we have already explained that 
it is a constraint. Not a serious one, because very 
few options have been eliminated. 


Q. But siteis cathimit 
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Av” Yes ;riteis! 

Q. And there are technologies you have 
not looked at or screened out or programmed approaches 
that don't pass the total customer cost test. Some you 
just don't even look at, right? 

MR. BURKE: A. Some we don't have 
adequate information to screen in the first place. 

Q. Fine, and there are some you don't 
look at, because you presume they won't pass the 
customer cost test, right? 

A. I suppose that must be based on some 
information or lack of information. 

Q. Or presumption. I think that is the 
word you used, Mr. Burke, to talk about air 
conditioners. You presumed that without being able to 
impact significantly on winter peak, they just wouldn't 
pass. 

A. I think that comes from some 
experience in the use of the test. 

O2. "ALLS reght."=Soo 1b" has acted’ ast a 
limit, although you may not be able to provide us with 
an analysis listing all the technology and programs you 
have rejected, because those things tend to be done 
less formally. They are simply not considered, you 


presumably don't pass? 
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MS. FRASER: A. No, all the program 
concepts that we have screened are in the PCRD, the 
Program Concert Reference Document. 

Q. Are there any in there that were 
rejected because they don't pass? 

Ase There ist=— if metryinig to chink. ~ +2 
don't think there are any commercial ones. I believe 
there was one with respect to fuel switching and 
pipeline expansions that didn't pass. I can't remember 
if there is any other residential ones. 

Q. And isn't it fair to say, though, 
that there would be a number of technologies or levels 
of program activity or levels of technological 
targeting that you simply wouldn't throw up as 
candidates for screening, because you, in your wisdom, 
would see they are not close to the line? 

A. As I indicated, there are four 
reasons why we rejected. If we do reject a concept, it 
is for cost benefit, technical feasibility, and then 
marketplace considerations and environmental 
considerations. I think what we are dealing with here 
is an issue of technical feasibility, which, you know, 
there is still a lot of uncharted territory, and we are 
working on charting as quickly as we can. 


Q. But even within technical 
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feasibility, arate are some you wouldn't propose to go 
through the screening, because you would assume, 
perhaps quite rightly, from the information you have 
they are not cost effective, they are not going to 
pass, so don't waste your time going through formal DSS 
analysis. 

A. Well, just as a case in point, 
thermal cool storage was originally assumed to be in 
that kind of category. And, I mean, we said no, let's 
look at it, let's see what happens, and it we did, and 
it was one of our first programs that we put on the 
street. So, I don't think our immediate sort of first 
assumptions are necessarily the ones that any of us 
ultimately live with, because no one program designer 
Or whatever is making the ultimate decision. So, it is 
not just one person's presumptions, it gets tested ina 
broad array of places. 

Q. I really didn't think this was such a 
hard question. I was just asking, there are 
technologies out there which don't show up in the PCRD, 
which could save electricity, which you've screened out 
informally, perhaps, because they are just not cost 
effective, or because you just haven't looked at them. 

MR. BURKE: A. I think in various places 


there are lists of technologies that we have excluded, 
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and far a variety of reasons. I think what's a little 
awkward in this discussion here is that sometimes 
you're talk about potential and sometimes we're talking 
about programs, and different kinds of information may 
be required for each of the two assessments. 

Qc On my computer across the street in 
my office, if I don't touch the keyboard for five 
minutes, the monitor goes off. It's a little piece of 
software someone gave me. That's not something you 
have looked at for technological potential or economic 
potential, it is just a miscellaneous example, you 
can't cover everything at this point, fair? 

A. It is probably a natural measure, and 
we don't try to quantify all of those, because they are 
SOidifbicult tosdo* 

Q. And a lot of your programs are about 
increasing the level of penetration, what for some 
people will be natural and others they won't do? You 
haven't covered that particular technological example. 

MS. FRASER: A. No, that's what I said, 
there is lots of uncharted territory. But we are 
putting out a brochure soon to give people lots of 
advice on their office equipment. 

Q. All right, so just in terms of these 


various strategies which we have agreed can be limits 
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on DSM, I take it, Mr. Wilson, when we get out of 
system planning and we get past load forecast and you 
are sitting down and looking at your menu and looking 
at your program design, you used the phrase touchstone, 
these are the touchstone by which you use in program 
design, is that fair? You refer back to these as 
guiding principles to decide what and how far to go 
with particular measures or with incentives, for 
example. 

MR. WILSON: A. Yes, those are the 
guiding principles that, as is fairly clear now, were 
laid out through a discussion process with a whole lot 
of people with different points of view, through '86 
through '88. I don't think we are wedded to strict and 
literal adherance to those principles, as we gain 
experience in this business. But as I said earlier, 
they are a touchstone. You come back to that and say 
is what we are planning to do still consistent with 
that. 

One of these days we are going to run up 
against cases where that is not going to be the case, 
and we'll have to reconsider those fundamental 
Strategies. But to date, that is the basis that we go 
back to that, does this still make sense. 


MR. D. POCH: Mr. Chairman, I don't know 
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if you were intending to take a morning break this 
morning or not. 

THE CHAIRMAN: We were absolutely 
intending to take a morning break. And if this is the 
time to do it, we will do it now. 

MRD. POCH smltyas. 

MR. B. CAMPBELL: Mr. Chairman, just as 
we rise, I wasn't sure if Mr. Wilson had actually 
finished that answer. So, if when we come back, if he 
could be asked that question. If my friend hadn't 
asked for a break, I noticed he and Mr. Burke were 
speaking, I didn't know whether he was finished or not. 

THE CHAIRMAN: He can finish it after the 
break. 

MR. B. CAMPBELL: Fine, thank you. 


---Recess at 11:30 a.m. 
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---On resuming at 11:45 a.m. 

THE CHAIRMAN: Please be seated. 

Mra Poch:. 

MR. D. POCH: Thank you, Mr. Chairman. 

Q. Mr. Wilson, did you want to complete 
your answer? 

MR. WILSON: A. The question you asked 
is whether we are still working to the principle that 
customers who participate and receive direct benefits 
should provide a substantial contribution to the cost, 
and the answer is generally yes. 

That is not to say that incentives don't 
sometimes cover the full incremental cost because the 
customer doesn't benefit directly. In the case of 
government or low cost housing, the owner of the 
buildings get the benefit, I should said the tenants 
get the benefit, but they are not the owner of the 
building. 

Q. All right. Let's look at some more 
specific examples to see how these principles can act 
as limits on DSM. Could you turn up background 
materials, Volume 2, which is Exhibit 270, page 38. 
That page, headed "Draft DSPS Supplementary Document F, 
Continued", is an excerpt from the draft DSPS analysis 


of representative plans which I have a hunch is a 
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separate number in these proceedings. In any event, 
the section there, 2.1 demand options, in the third 
paragraph suggests there are two levels of DSM 
incentives that were considered for inclusion in the 
various plans that were orginally developed. Perhaps I 
should read that into the record. 

With regard to efficiency 
improvements, options with standard costs 
less or equal to coal-fired generation 
were used. Two levels of incentives, 
moderate and high, and hence two 
alternative levels of contribution to 
load reduction are assumed. 

And then it goes on. 

The two different levels are designed 
to cover the range of possibilities. 
Under the high case, incentives would be 
provided up to the full cost of the 
efficiency improvement measures. These 
costs applied over a reduced total system 
demand would raise the customer's average 
rates more than for the alternative 
supply option, although total customer 
service costs would be lower. The 


moderate case is thought to be about the 
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level of incentive that could be offered 

without rates increasing anymore than 

they would have for implementation of the 
lowest cost supply option. 

Now, first of all, just to clarify the 
last sentence or the last couple of sentences there. 
That's essentially a description of the threshold 
level. The distinction between the 50 and 100 per cent 
there for incentives was a description of the threshold 
level of incentives that would meet or not meet the no 
losers or the non-participants test, or what is now 
called the RIM test, Mr. Wilson? 

MR. BURKE: A. Yes, the last one. 

Q. And it was the 50 per cent, 
approximately 50 per cent number which was the number 
that was suggested would be the point where if you went 
further you would trip over that test? 

A. I don't think there was a number for 
that. 

Q.., Well, I) hadijust' read this, it: said, 
the moderate case is thought to be about the level of 
incentive that could be offered without rates 
increasing, and so on. So that whatever that moderate 
level was, that was the level that was thought to be 


where you would bump into the no-losers test? 
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A. I must admit, it was a long time ago 
that we ever looked at things this way and I have 
Forgotten exactly what was implied at the time. We 
certainly don't look at it this way anymore. 

Q. I understand that's your position. I 
am just asking you to read along with me to understand 
how these strategies have evolved. 

Would you agree with me that at that time 
that moderate scenario was that level? 

MR. SHALABY: A. It was intended to be 
in that category. 

Q. All right, thank you, Mr. Shalaby. 

Just to have it all in one place here. 
The no-losers test would be satisfied if you avoided 
offering any incentives that would result in ratepayers 
who don't participate in a DSM incentive program, from 
paying more for their electricity than they would in 
the absence of any DSM incentives. I think I have 
probably put double negatives in there and made it 
fo Eh al go We NE eo 

A. But it captures the spirit. 

Q. Okay. And indeed, the hundred per 
cent or the high incentive scenario there is described 
as while raising some rates, lowering costs. So, I 


take it that the high incentive scenario at that time 
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would have met the total customer cost test? 

A. That would be the intent, yes. 

O.VrAndMif*yourgo 7 torfigurerzel for that 
exhibit, which is page 39 of Exhibit 270, you can see 
these two scenarios set out in the table. And am I 
understanding this correct that the no-losers scenario, 
with 50 per cent level incentives, would reduce load 
growth by 10 per cent and would affect the retrofit 
market, the existing load, by ssamgaeseees whereas 
adherence to the principle of uct total customer 
service cost offering up to 100 per cent incentives, 
would give you double thé impact in the new market and 
quadruple the impact in the retrofit market? 

A. I think that data is correct, you are 
reading it right. 

What may be a good companion to that 
table is the last paragraph on your page 38. It says: 

Ontario Hydro recognizes that its 

information on demand management is poor. 

The estimates of potential shown in 

Figure 2.1 are very uncertain. This is 

neesentibel in the analysis, various 

levels of success being considered. 

So, I think yes, this is the best 


snapshot to come up with the mid-80s in absence of the 
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extensive experience that is required to make these 
judgments and these plans, so... 

Q. So, you are pointing out the caveats 
there, but the spread is quite significant. These are 
pretty robust results, I think is the expression we use 
in these hearings. 

A. The caveat is a pretty heavy duty 
one. 

It's an aust wine made without the 
experience and mnowieagenot demand management that we 
have today. This is information based on five-, six 
years ago type of knowledge of demand management in 
Ontario and it is no where near as extensive as it is 
today. 

ORAL righ G. 


A. In fact, Ms. Fraser spent a good 


portion of time explaining why is it incentives are 


not, in fact, the key variable or, in fact, as 
important a variable as once thought. And it seems 
that we ourselves adopted that position with regard to 
incentives. We thought incentives can do everything. 
be SH go halfway, you do something; if you go full way 
you do something different. 

It's just a representation of our 


knowledge five-, six years ago, that's all. 
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Q. Right. In fact, that document dates 
from October '87, that's about a year before the 
balance of power was sort of set in place? 

As AiNO’ 

Q. Or the target, I'm sorry, the target 
of 2,000 in 2000 was set in place? 

A. When a document is dated '87, much of 
the time it's starting to be written a period before 
that. Information in it goes before that as well. So 
the information is vintage '86, I think. 

Q. When was the target of 2,000 in 2000 
set? 

Ana cl don"trirecal?l gia culiveMbite it's 
towards the late '80s, I would think. 

Q. And it hasn't changed since? 

A. Has not. Until what Mr. Wilson 
announced in this hearing. 

Q. That's having to deal with fuel 
switching standards, though. 

Avt aThatesrright: 

Q. Let's just go back to the context 
here, we are talking about principles. The choice at 
that time between keeping in place a no-losers test and 
abandoning a no-losers test was thought, at least then, 


to be a pretty dramatic example of how DSM potential is 
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impacted by your choice of strategy elements, strategy 
constraints. 

MR. WILSON: A. I think it is a 
description of how we thought the attainable demand 
Management would be impacted by the level of 
incentives, not the potential. 

OsevAll right.<2Mr.-Wilson, would you 
agree that -- you obviously wouldn't accept these 
numbers as being current, but that indeed the 
importation of a no-losers test at this point in time 
would similarly reduce the attainable significantly? 

A. Very substantially. Virtually none 
of our programs would pass a no-loser test today. 

MR. BURKE: A. I might just add that the 
total basis of evaluation is different in this example 
here. You are looking at the standard cost of coal 
approach that was used for four or five years ago as 
opposed to the avoided cost in general. Standard cost 
of coal probably was a higher number than the avoided 
cost for Plan 15, and so it made it look like there 
might actually have been some potential for the 
no-loser test. But under the avoided cost of the 
system as a whole, the no-loser test has much less room 
to move. 


Q. This is two scenarios based on two 
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different strategic frameworks that were being 
considered at that time with very different results. 
We could posit other alternatives to the strategy 
elements you have selected and run with. Would you 
agree if we, for example, said cost is no object for 
DSM, that would change the DSM level in the plan? 

MR. WILSON: A. Absolutely. 

Q. All right. And if we said that 
environmental characteristics should not be a secondary 
criteria, I am talking about the characteristics other 
than meeting regulations and standards, but become a 
primary planning criteria, that could affect the amount 
of DSM in the plan? 

A. I am not sure. Can you tell me 
whether you are thinking of supply side environmental 
effects or demand side? 

Q. I would say the net impact of DSM 
which includes both, does it not? To the extent DSM 
does away with the need for some supply you avoid that 
impact, and of course -- 

Aye hf, Incouldmbuilideon@tapioivyour 
previous hypothetical example. If ee were no object, 
then I think we would have a lot more demand 
management, and if we had a lot more demand management 


we would have a lot less supply. Now, clearly the 
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environmental outcomes would be quite different. 


SO; 


9042 


yes, I agree that if you put entirely different weights 


on different aspects of what is important you would end 


up with different answers. 


Q. And the particular example, 


environmental characteristics, if we put a 


Significantly different weight on that, on the virtue 
of avoiding supply side environmental impacts, for 


example, that would change the amount of DSM? 


At Yes’; -rt.would. 


Q. As it is, you have chosen economic 


potential as the key strategy for screening programs 


that are -- or technologies that are eligible and 


that's the total customer cost test; correct? 


DVawYes,utunat. suLlgnt. 


Q. And so it is, in the hierarchy of 


these, the key test for what is in and what is out is 


dollars and cents test? 


A. It's certainly one of the most 


important tests, yes, or a criterion. 


Q. All right. We have been discussing 


what principles are at play, and these principles or 


strategy elements act as constraints on the plan or can 


affect the plan. These strategy elements or principles 


can change over time and have; is that fair? 
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A. I said a few minutes ago that they 
probably can change. I don't believe they have yet. 

Q. Let's take a look at some examples to 
jog your memory. Can you, in this same Volume 2 of 
background materials, which is Exhibit 270, turn to 
page 24. I am looking at the heading "Strategic 
Growth", which is, to be fair to you, not enumerated as 
a strategy element but is obviously part of the plan as 
it was struck at the time, or this discussion was part 
of the plan at the time. Perhaps you could read that 
for me, save my throat, Mr. Wilson. 

MR. SHALABY: A. This is merely a 
listing of options; this is not a plan at all. This is 
what demand management options are there. 

Q. Let me ask, Mr. Shalaby, this is a 
listing of options and then there are observations 
about whether or not these options should be pursued or 
not. 

A. I will see if there are observations 
Or not. I don't remember. 

Q. Well, Mr. Wilson, perhaps you could 
read that one into the record for us and then we will 
discuss it. 

MR. WILSON: A. This is an exhibit, is 


Leenote 
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OD s@thississiromeexhibit.»57), yessqeAll 
right. Well, if you prefer not to read it, I will 
highlight parts. I sense some hesitancy. 

This is about strategic load growth and 
perhaps could you can just confirm my paraphrasing. It 
talks about strategic growth and says, since the focus 
of this study is on options for satisfying cit ive 
customer demand for electricity, strategic growth has 
been eliminated from further evaluation at this time. 

So, have I understood this correctly that 
at the time of the demand management options study, the 
guiding limits or principles or strategies that 
everybody -- the assumptions that everybody was working 
on, were that strategic growth just wasn't in the 
options to be considered; it was ruled out. 

MR. SHALABY: A. Yes. 

Q. Fine. Now, if you would take out the 
Balance of Power, Exhibit 3, Appendix A, I would like 
to read for you principle 3.3, which is on page A-3, 
it's entitled "Electrotechnology Transfer". 

Demand programs aimed at improving the 

Ontario economy or environment will be 

pursued through electrotechnology 

development and transferred to Ontario 


industry. These programs must provide 
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net benefits to the Ontario community and 

may increase electricity demand. 

Would you agree with me this is a case 
where it was ultimately decided that options which 
might increase load growth, which would have appeared 
to have been ruled out at the time of DS option study, 
were eventually included in the final strategy, granted 
subject to certain conditions like they have to improve 
the Ontario economy or the environment? 

A. Those are not conditions. Those are 
the driving factors. What was included is options 
aimed at improving the Ontario economy. Now, we 
recognize that some of those options may have a 
demand-increasing dimension to them. 

I think Mr. Wilson in his direct evidence 
Or cross-examination gave an example of people coming 
to our research division, asking the researchers to 
help them with certain methods of curing or drying and 
it may result in a small increase in demand. The 
judgment made was it's a very small part of the action. 

Q. But you have gone to a new strategy 
which has load growth as an impact and that is a 
change, but you believe it's justified because of the 
drivers that you have indicated; is that fair? 


A. No. 
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Q. Do you see this as not a change? 

A. Change from where? 

Qe~ *Change*E&rom ruling oue growth? 

Re” *NOpeLrt kisenou. 

Q. And why is that? 

A. Because strategic load growth, 
strategies to pursue load growth are very, very 
different from strategies that are aimed at improving 
the Ontario economy, helping people do things better. 
We are not pursuing load growth. that's pursuing 
customer service, pursuing economic benefit. 

Q. And load growth may just be a 
byproduct then, of this? 

Aw "Phat."s? correct’. That's. the 
difference. 

Q. Was electrotechnology transfer, which 
could increase load growth, identified as part of the 
option study back then? 

A. I have got to do some reading. I 
don't know if anybody else has a quick memory of that. 

MR. “BURKE: “A.* Ithink a distinction at 
that time was drawn between information and incentive 
programs, and I think the issue of providing 
information about electrotechnologies was not rejected 


but the idea that one would offer incentives for 
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strategic growth was rejected. I don't think we ever 
eliminated the idea that we would maintain information 
and have information about electrotechnologies, but 
that whether we would use incentives to encourage 
people to use them, that was the distinction that was 
made and rejected. 

Q. Mr. Burke, does R&D spending act as 
an incentive, lower the price of an option for 
customers? 

, A.. thtts very sdif fiewle to «say ph ebhiink.. 

Q. Mr. Wilson, I think it was you who 
last week talked about the example when a customer 
comes forward and says, can you help me with - what was 
it - radiowave heating of paints, or some some such 
think, you helped them, you view that as part of your 
job? 

MR. WILSON: A. Yes, that service is 
provided. 

Q. And that involves an R&D expenditure? 

A. Yes. 


Q. And you don't charge the customer for 


Asiwilsedon’t ‘knowpthesydetain-s.ofe cost 
sharing. 


Q. Some cases you might enter into a 
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cost-sharing agreement? 

Aur. YEes;obutet donvt (know; 

Q. In general, can you tell me, do you 
recover your R&D budget from customers, charged 
specifically as opposed generally into rates? 

A. In it this particular instance I am 
not sure. 

Q. And generally? 

A. The R&D costs in general are 


recovered just through electricity rates. 
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[12:11 p-my]> QO. “And*of course, juer™co" round cais 
discussion out, there are principles that you have 
abandoned or rejected, and we don't have to go into 
detail. The no-losers test is the one that we have 
already discussed, fair? 

A. Yes, the no-losers test was 
abandoned. I think it is perhaps more accurate to say 
it was a principle put forward for discussion. It was 
discussed, among other things, at length by the Select 
Committee of the Legislature, and the conclusions of 
the legislature committee was that we should not use a 
no-looser test, because it unduly constrained a LOCAOL 
demand management which was attainable. 

Q. Right. That choice, with respect to 
the no-losers test, it was a very significant one, is 
that fair to say? 

A. I think what I just finished saying 
is it was never a choice in the first place. It was 
simply proposed and discussed and examined. We didn't 
adopt a position until the demand supply planning 
strategy was completed. 

Q. It was option that was put on the 
table by Ontario Hydro, and a number of people reacted 
rather "strongly /tocitys fair torsay: 


A. Oh, yes. A number of people thought 
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it was wonderful and others thought it was terrible. 

OX MLE Weyturneto’ Volumerd* in ‘the 
background materials, which is Exhibit 271, I'd like to 
talk about potential impact. As I recognize, you've 
formally rejected, I guess would be the word then, the 
no-losers test, but I think as I will show later, this 
comparison will be helpful to us in discussing the 
various levels of DSM we might obtain. This is an 
excerpt from Appendix B, that is page 3 from the 
electrical-- 

THE CHAIRMAN: What page of the exhibit 
is it? 

MR. D. POCH: I am sorry, page 2 of 
Exhibit s2cke 

Q. At page 1 of this exhibit, we 
start -- we have the cover page there. It is from the 
report of the Electrical Planning Technical Advisory 
Panel, EPTAP, July '88, and Panel, this is a, by way of 
an example, some scenarios that were -- hypothetical 
scenarios that were put forward by part of the EPTAP 
panel to illustrate the potential impact of constrained 
incentives, constrained by the no-losers test. And let 
me make sure we, first of all, agree on what this says. 

I'm not sure if this is for Mr. Shalaby 


or Mr. Wilson, but as I understand this example, there 
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is a hypothetical utility, it is 100,000 gigawatthour a 
year utility, and they are anticipating ten per cent 
growth. And the scenarios there set out three ways 
they could go about satisfying that growth and some 
assumptions about what the costs would be; a generation 
strategy, which is an all supply strategy; a mixed 
strategy, but conservation is constrained by the 
no-losers test; and then a Case 3, which is 
conservation up to the marginal cost of generation. 

Just so we can understand their point of 
view, at page D7 of the EPTAP report, which is page 6 
of our exhibit, in describing strategy 3, which is the 
up-to-marginal cost of supply strategy, it reads, I 
will read it from the bottom of that paragraph: 

By acquiring all conservation 
measures up to the marginal cost of 
generation, the present value of the 
total cost of meeting societies electric 
energy service requirements has been 
reduced by 3.4 billion, when compared 
with the all generation strategy in 
strategy 1, and by 2.3 billion when 
compared with strategy 2, which uses the 
no-losers test decision rule. This 


reduction in total society cost and in 
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consumers' electric bills happens with 

only a 4 per cent increase in rates and 

will free two to three billion dollars 
for other uses by consumers. 

Now, I was quite struck by this example, 
the relatively small rate impact compared to the 
tremendous benefit in terms of societal costs and 
benefits. And I wanted to ask you what the numbers are 
like for Ontario Hydro between a no-losers -- what's 
the rate impact of abandoning the no-losers test? 

MR. SHALABY: A. I don't think we have 
done that kind of detailed analysis. reece else 
aware? 

Q. Mr. Shalaby, just looking at the 
EPTAP example as a sort of point of comparison, would 
it provide us with some guidance that generally 
speaking the rate increase is not a -- it is not a big 
jump? 

THE CHAIRMAN: Not a what? I am sorry. 

MR. D. POCH: Q. There is not a big jump 
in rates for both participants and non-participants, 
per kilowatthour we are talking here, as a result of 
abandoning the no-losers test and going for all the 
cost effective conservation? 


MR. SHALABY: A. When you characterize 
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is it as a 4 per cent increase, it doesn't look like it 
is a big jump. When you know how many millions of 
dolitars thatvis, .yous may ‘considerit a big gumprre That 
would be about $300-million a year. 

Q.. al amusorny, Sayathatvagain.oLess 
than-- 

A. Four per cent increase in rates as a 
rough figure, I think, would be about $300-million per 
year, every year. 

Q. But the benefits of going with a 
conservation program, an unconstrained by no-losers 
test conservation program is in the billions, I take 
it. That is not an unreasonable suggestion that comes 
out of that example. 

A. That is a ball park, yes. 

MR. BURKE: A. I think it is important 
that we are comparing flows and cumulative totals and 
not mix them up. 

The cumulative amount of incentive money 
in this example is $3-billion, and that's what's shown 
in column 3 of page 2, and so that the $300 million 
that Mr. Shalaby was talking was the annual amount that 
cumulates to the 3-billion. And so the spin off 
benefits are of roughly the same order. But not ten 


times or anything like that. 
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Q. The point is, we are not seeing a 
doubling of rates or any such thing here to achieve 
these kinds of billion, multi-billion dollar savings. 

MR. SHALABY: A. Not in this example you 
dony te. 

Q. And in the real world, in your plan, 
we are not seeing that either? 

A. Unlikely. 

Q. Just to make sure readers of the 
transcript are clear, we are talking about rate levels 
for participants and non-participants for the 
electricity they continue to buy. We all agree, I take 
it, that bill levels on average will fall, by 
definition, because this is a cost effective program? 

MR. SHALABY: A. Depending on the degree 
of participation. But on average if a program is well 
designed, yes. 

Q. Even at 100 per cent penetration, 100 
per cent participation, if the pargram has passed the 
total customer cost test bills fall, average bills 
fall. I should be careful to qualify that. 

MR. BURKE: A. I think you have to say 
in the long run, and you will be safe. 

Q..09 All right, thankyou for-that caveat. 


Now that, of course, raises the spector 
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of equity concerns as between participants and 
non-participants, and I take it that one of the 
problems with abandoning the no-losers is the concern 
which the no-losers test seeks to guard against, is 
that once you cross that line you risk non-participant 
rates going up relative to what they would have with a 
supply option. 

MR. WILSON: A. Yes, that is right. 

Q. Now is it -- I see in page B-4 that 
EPTAP addresses this. And I'm reading from the first 
full paragraph on that page, which is page 3 of our 
exhibit, 271: 

Although the aim of the no-losers 
test is to protect non-participants, it 
is possible to treat all customer groups 
fairly without adopting this particular 
decision rule. 

And they go on to give examples, such as 
widely available programs, and the fact that there is 
benefits to customers. Most customers would be willing 
to participate. And then they, in the next paragraph, 
say: 

However it should be kept in mind 
that the objective of least cost planning 


is to minimize the total societal cost of 
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providing electric energy services, not 

to minimize rates. If an objective of 

minimizing rates were adopted, least cost 
plans would become extremely shortsighted 
and would advocate selecting resources 
that could substantially increase the 
total cost of supplying power. Societal 
costs will be minimized by selecting all 
measures that cost less then or are equal 
in cost to marginal cost of new 
resources, and this will minimize the 
expected present value of total revenue 
requirement. From another viewpoint this 
will minimize the average electricity 
bills of consumers. 

Do you agree with that statement, panel? 

MR. SHALABY: A. Yes. 

Q. Just generally, and I should point 
out the reason I'm spending some time discussing 
no-losers is, of course, there are other ways your 
strategy limits or raises concerns about the impact on 
non-participants. So, I think we will generalize these 
points later. 

But would you agree that more universal 


programs, which is the example given by EPTAP, means 
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there would be fewer non-participants who might feel 
slighted? 

MR. WILSON: A. Yes, that is the general 
strategy... Inifactuthatyisustratedv.s.9 nex bite 74, 
which says that: 

We should endeavour to provide 

Opportunity for broad customer 

participation, offering a diverse set of 

demand management programs covering all 
customer sectors and many end uses. 

So, that reflects precisely the points 
that you have been reading. 

Q. And would you agree that as you 
implement demand management programs, especially ones 
that don't pass the no-losers test, rates per 
kilowatthour for non-participants will start to rise, 
however significantly or slightly, and that would be an 
added driver encouraging people to participate? 

MS. FRASER: A. Yes, I would agree with 
that. 

MR. BURKE: A. I'd like to repeat a 
point I made yesterday, or on Thursday with Ms. Couban 


that, in fact, from the load forecast perspective, the 


increase in rates will actually serve to decrease what 


we call basic load, and effectively increase natural 
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conservation, and may not, in fact, increase the 
program participation, but should lower load by the 
effect of the price elasticity. 

Q. Mr. Burke, from the perspective of a 
nonparticipant, someone who hasn't let you in the door 
with your smart light bulbs, what you're saying to me 
then is that he would be more inclined now, as indeed 
participants might be more inclined, to go out and buy 
that smart light bulb at Home Hardware, because his 
electricity rates have gone up? That's what you are 
saying? Natural conservation would be enhanced? 

A. There is a wide range of measures 
that a customer might choose, but I would hope that he 
wouldn't go out and do something -- you wouldn't expect 
him to go out and do something naturally that we are 
developing programs to get other people to take up, 
because our programs are intended to encourage people 
to do things that they wouldn't naturally do. 

GulsSo pwaouldn tayouyexpect that, the 
non-participant would be more inclined to let you in 
the door with the smart light bulb, because it is going 
to cost him more if he doesn't now? Next time you 
leaflet his house, he's going to pay more attention. 

A. It's possible, yes. 


MR. SHALABY: A. He now becomes a late 
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participant, not a non-participant. 

Q. And so that's a way that higher rates 
could increase participation rates in DSM programs. 

MR. BURKE: A. Yes, I'll agree with 
that. 

Q. Now, just on this inequity concern, 
Or equity concern, would you agree there are other 
mechanisms, many other mechanisms for safeguarding 
against inequity, and one of those might be that you 
try to match costs and benefits, either ona 
customer-specific basis in the case of a very large 
customer, or perhaps on a customer class basis, you'd 
charge the cost of residential programs to the 
residential sector in rates, as opposed to asking 
industry or general customers to pay for that? Is that 
one way we can mitigate this concern? 

MR. HARPER: A. Yes, I think that is one 
way you can approach it. 

Q. Now, you do include this strategy 
element about acceptability. Do I take it that this 
concern about cross subsidization or potential cross 
subsidization is one of the ways in which programs or a 
given program level might transgress against that rule 
about customer acceptability, in your view? 


MR OLWLLSON? THAW Scr (think there+are »ssort 
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of two kinds of answers to this. One is if the level 
of incentives were such that I'd discovered that most 
of my neighbors were Capitalizing Ontario Hydro's 
demand management programs and becoming distinctly 
better off than I was, I would write nasty letters to 
whoever. That isn't so much a matter of specific 
program design as it is sort of an overall awareness 
that something wrong is occurring or I'm being a victim 
in some sense. So there is-- 

Q. That is an expression of this concern 
for cross subsidy then? 

A. Exactly, right. There is, in the 
area of program design, this level of incentives and as 
to whether or not the level of incentive is acceptable 
to customers who are specifically affected by the 
program is a topic that perhaps is considered on a case 
by case basis. 

Q. That would be -- but that would be 
the flipysidevsofmthelcoin® . Thatwistithateis it tenough 
of an incentive to get them to participate. Is that 
your latter point? 

AVP ICthigkethaes tpalet tof vit. 

Ose Buteiemicorrect@thensthatthis 
concern about the perception, or this perception, real 


Or unreal, depending on how careful you are in the 
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program design, about the impact on non-participants, 
the cross subsidy concern, or the impact between 
customer classes and so on, is part of the limit that 
that strategy element about customer acceptability 
represents? 

A. Yes. We don't know exactly where 
that limit is. I think we are feeling for it. 

Q. So, it is fair to say then that your 
rejection of the no-losers test has been tempered 
somewhat by your interpretation of the acceptable to 
customers test, which you say could limit incentives? 

A. Yes, I'd agree. ‘ 

Q. By the way, while we are on the topic 
of rejected or options, I noted, this is reproduced in 
volume 3 of our background avery awe page’ 4/—= 
don't know if you have to turn it up, which is Exhibit 
271, that EPTAP recommended that Ontario Hydro work 
with municipal utilities to develop rates based on 
long-run marginal costs, thereby encouraging 
appropriate levels of conservation. Obviously you have 
rejected that one. Could you tell me why? 

MR. HARPER: A. I gHame the EPTAP 
recommendations were a number of recommendations that 
were input into the final decision on the Demand/Supply 


Planning strategy. 2 
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belteeo3 p.m. ] Exhibit 73 sets out all the comments that 
were received, both from EPTAP, also from the 
government ministries, and from a number of other 
Organizations that were consulted by Ontario Hydro. I 
think it is fair to say that while EPTAP made this 
particular recommendation, the government and 
ministries, and in particular the Ministry of Energy 
staff itself expressed a number of concerns about 
marginal cost testing. They were evident in the 
material Ms. Couban was using with us on Thursday, 

In terms of input put from the public in 
general, there were arguments on both sites, a number 
of people arguing strongly for average cost, a number 
of people feeling that marginal cost pricing was the 
way to go. | 

I think the interesting thing was, if you 
look at the exhibit, the exhibit expresses the view 
that they relied fairly heavily upon the findings of 
the Select Committee of the Legislature primarily 
because the Select Committee had benefit of the results 
of the EPTAP report and of the government ministries, 
and on this particular issue ae Select Committee was 
silent, the Select Committee didn't say anything. 

Given that and given the current statutory 


requirements, the Power Corporation Act, that lead to 
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the basis for the current strategy. 

Q. And just on the use of rates for 
inspiring conservation generally, I take it that it is 
the OEB that had held the hearing that you spoke of 
earlier in evidence which rejected marginal cost 
pricing, that was back in HR 5. When was that? 

A. Yes, I believe the hearing started in 
'76 and the report was finished in '79. 

Q. And EPTAP's recommendation, and EPTAP 
waS a special advisory panel set up to advise the 
Minister particularly in the context of proposed system 
expansion, EPTAP's report was when? 

MR. SHALABY: A. It was about the demand 
Supply planning strategy, not a proposed system 
expansion. 

MR. HARPER: A. I believe the date of 
the report is July, 1988. 

Q. All right. Now, you have referred me 
to, I think, it was Exhibit 73 where these comments of 
EPTAP and Select Committee and others are cumulated. 
Can we turn that exhibit up? 

This is a rather bulky exhibit which has 
several parts. Do you have that? 

A. Yes, I believe we have got the 


exhibit. 
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Q. Part D is entitled, "Strategy 
Messages and Responses". 

Aug EXeSs 

Q. And I take it this is where you have 
taken all of the individual responses that you have 
gathered and tried to put them together by subject 
matter. 

At page 19 of this section, it's 
interesting to observe, first of all, this is the 
beginning of the demand management section, there is 
the observation you offer, demand management received 
the greatest discussion throughout the review and many 
strategy issues were raised and are addressed in this 
section. 

THE CHAIRMAN: Just so I am understand, 
perhaps I should ask, is this internal Hydro document 
dealing with the Draft Demand/Supply Plan as a 
preliminary exercise to finalizing the actual plan? Is 
that what this is? 

MR. SHALABY: Yes. 

THE CHAIRMAN: In which there is 
collected all the various views of various people in 
the Hydro organization on matters in the demand supply 
plan? 


MR. SHALABY: Collected views not from 
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the Hydro organization but from the external community 
that participated in the discussion, included in the 
Select Committee, including submissions that were made 
to the Select Committee. So, several hundred 
submissions from people outside of Ontario Hydro and 
this is our collection of what they told us and what we 
Gldswithore. 

THE CHAIRMAN: Is it an attempt to 
compile them and how you are going to deal with it? 

MR. SHALABY: That's correct. 

THE CHAIRMAN: Thank you. 

MR. B. CAMPBELL: Mr. Chairman, in your 
question you indicated with respect to the plan. I 
believe Mr. Shalaby may have missed this but he has — 
been careful to correct it as we went along, this was 
in the process of formulating the strategy, not a 
response to the plan as it is now before this Board. 

THE CHAIRMAN: I'm sorry, it's the 
strategy rather than the plan itself. 

MR. B. CAMPBELL: Yes. I'm sorry, Mr. 
Shalaby has made a point of trying to keep the 
chronology and so on - development of this straight - 
and I just thought there had been ships passing in the 
night there. 


MR. D. POCH: Q. Mr. Shalaby, these 
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various comments which are pulled together here then 
would have helped you to move from this precursor 
called the DSPS, the strategy, and produce the ultimate 
balance of power plan which forms the basis for the 
this hearing? 

MR. SHALABY: A. It helped us move from 
something we called a draft demand supply planning 
Strategy, to something we called the demand/supply 
planning strategy, which is the final. One was 
produced in '87, one was produced in '89 after taking 
all these comments into consideration. 

Q. And the final strategy which this 
helped you produce then is the basis for the balance of 
power plan? 

AoedtPhatiwis fcorrect . 

THE CHAIRMAN: I'm sorry, Mr. Poch. And 
that's contained in Exhibit A of the Demand/Supply Plan 
which iseExhibite3s)sis) that) right? 

MR. SHALABY: Appendix A, yes. 

THE CHAIRMAN: Appendix A. I'm sorry. 
Thank you. 

MR. SHALABY: And also the full document 
is also an exhibit in this hearing. 

MR. DeePOCH: QO. TAndsthat? is) Exhibit 74, 


I believe. 
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MR. @SHALABY: » An at, thinkyit, isp4ves. 

Q. Where you expand on those elements? 

A. That's the rationale and the 
expansion is there, yes. 

Q. And just so we can understand what 
has gone on here, if you turn back to part C at page 42 
you would see, for example, there it's Dr. Helene 
Connor-Lajambe who is an energy economist, and she 
suggests least cost risk planning, including social 
cost and other external costs should be the basis of 
selecting energy plans. And if we turn to page 92, we 
would see a similar comment from IPPSO, for example. 

So, this part D cummulates these various 
comments from individuals, from organizations and from 
review committees such as the Select Committee, so that 
you can synthesize this? 

Aas Ves: 

Q. Now, that particular comment by Dr. 
Conner-Lajambe, which is supported by IPPSO as I have 
noted, basically you include social costs and external 
costs as the basis of selecting alternate energy plans, 
that was rejected, I take it, in favour of sort of 
normal business practice of excluding these external 
costs iis; that) fair? 


A. I don't see that. It says least cost 


Farr & Associates Reporting, Inc. 


Mitchell,Fraser,Wilson, 9068 


Burke,Harper,Shalaby 
Crex (D. Roch) 


risk planning including social costs and other external 
costs should be the basis. 

Orme All@right: 

A. They are the basis. I don't know 
whether -- it may be monetizing the costs if we have 
got to go back into what do you with the cost... 

Q. Did you interpret IPPSO's comment the 
same way, support for the least cost planning approach, 
including the cost of social and environmental factors? 
They weren't necessarily suggesting that you had to use 
those factors to change the level of the screening of 
DSM programs, for example? 

A. It's hard for me to know how exactly 
they were interpreted without going through that 
four-inch document here that we have. Perhaps we can 
take the time to see where that comment was categorized 
and what we did with it. That could be the proper way 
of tracing how it was interpreted and how it found its 
way to the final strategy. 

Q. There was a process where you took 
such comments, you interpreted them, you rejected some, 
you accepted some others and you came out with your 
strategy. 

Ame Yess 


That document again, which is Exhibit 73, 
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has in two pages a summary of significant changes to 
Strategy as a result of allwof*thatwconsultation and 
all of that review. That would be page 111 of Exhibit 
73. %It lists what the substantial changes are to the 
strategy and it also lists substantial no changes, 
things that we received a lot of urging and comments to 
do and we decided not to do. 

So, page 11 and 12 really has the 
distilled outcome of all the consultation and the 
impact it had on the movement from a draft strategy to 
a final strategy. 

Q. Let's take a look at a particular 
example. Could you turn to page 39 of part D. There 
in 3.9.2, customer contributions, there are a list of 
key messages, the gist of which is, you ought to be 
looking at 100 per cent incentives, and the response 
Hydro offers is to require a customer contribution 
where there is a direct benefit to the customer, for 
example, lower electricity bills, and you sayr1e 
doesn't prevent you from paying full cost of an option 
where there is no direct benefit to the customer. 

So, I take it that's an example of this 
consultative process leading to at least a number of 
Suggestions which you simply reject? 


A, Regectinudedon'teknow about simply 
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reject. Yes, we do reject after consideration, yes. 

If you go to page 12, there are five 
Significant areas of no change, and that's one of them. 
We know that people have urged us is to do this, and 
one of the five things that we have not changed in 
spite of what we heard is the customer contribution to 
demand options, and that wasn't simply; that was with a 
lot of deliberation and a lot of weighing of the pros 
and cons. 

Q. And you haven't restreated from that 
position at this time? You haven't change that view. 

A. I think the demand program managers 
present here can tell you that they have flexibility in 
what contribution they insist on and what contribution 
they may forego. 

Q. Can you agree with me then that with 
certain exceptions, in general this still represents 
Ontario Hydro's view? 

A. Yes. But as we learn more about 
demand management, we know that demand management is 
not a singular activity. What works in water heaters 
doesn't work in light bulbs and what works in 
commercial doesn't work in industrial. So, we have a 
multitude of programs, this works well in some and 


doesn't work at all in others. 
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Q.- Now, if we go back to page 20 -- 

THE CHAIRMAN: Which part now? 

MR... D.@POCH.: Part .Dane1 'm sorry, Mr. 
Chairman. 

QO.,»sRage .20.0f Part sDeofsExhibit.73. 
There we see a response which reads; 

There is Seena and widespread support 
for efficiency improvement programs to 
reduce demand and support for the high 
priority Hydro is giving to 
demand-reducing options. Recognition of 
the economic and environmental benefits 
of efficiency improvements and reduced 
growth in demand are common reasons for 
this support. 

I was struck by that response compared to 
other responses like the one we just looked at where 
you go on to state to what extent you adopt or reject 
the suggestions. You don't go on and explicitly say 
whether Hydro supports the Principle of recognition of 
environmental benefits in particudarjdn determining 
how far to go to reduce demand. Do YOu;sckn efactaido 
that somewhere? 

MR. SHALABY: A. I will have to look, 


but I expect that in Exhibit 74 there is rationale for 


Farr & Associates Reporting; @inc. 


Mitchell,Fraser,Wilson, 9072 
Burke,Harper,Shalaby 
cr ex (D. Poch) 


the demand/supply planning strategy that was finally 
adopted. And I would expect that if we look under 
demand management we will find that the environmental 
benefits of demand management is one of the rationale 
and reasons for giving it the priority that we did. 
So, we do that somewhere else, yes. 

Q. Wouldn't we expect to see, if you 
were to be taken to agree then with those comments of 
the participants which are listed above that response, 
that are summarized in that response, where we saw that 
have principle 3.3, electrotechnology transfer, and my 
notes say it reads: 

Demand programs aimed at improving the 

Ontario economy or environment will be 

pursued through electrotechnology 

development and transfer to Ontario 
industry. These programs must provide 
net benefits to the Ontario economy and 
may increase electricity demand. 

Wouldn't we expect to see a corresponding 
off-electricity principle? You know, demand programs 
aimed at improving the Ontario economy or environment 
will be pursued through energy efficiency improvements 
transfer to Ontario industry. These programs must 


provide net benefits to the Ontario community and may 
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decrease electricity demand. 

TherewisMnoysymetry sthere; wie 'takeos. t? 

A. Between that and off-electricity, is 
that what you are saying? 

Q. Yes. Wouldn't you agree that that 
second strategy, my hypothetical strategy which mirrors 
the electrotech one would be in keeping with your 
response and the comments you received? 

A. Give me sort of the distinguishing 
features between the two because you read them both 
quickly. 

Q. I am just suggesting that it would 
appropriate to have a Strategy where you encourage 
electrical efficiency improvement, transfer of 
technology to Ontario industry and that the programs 
must provide net benefits to the Ontario economy and 
may decrease electricity demand. 

A. How would that be different from 
encouraging demand management? That is really a 
description of a good demand management program, 
something that would do a lot of good and also reduce 
the demand. That would be a demand management program. 

Q. I hadn't taken it that the 
electrotechnology transfer was constrained by kind of 


avoided cost limits that we see for DSM. It seems to 
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suggest, the principle suggests there that if there are 
net benefits for the Ontario community, that's the 
test. 

A. I am not sure if that kind of 
research activity is subjected to what kind of tests, I 
am not aware of that. 

I think we said once or twice that it's a 
minor piece of the action, it's a customer service kind 
of orientation, something that's on-going with Ontario 
Hydro for many, many years and it is not comparable in 
any way to the magnitude of the demand management 
program. 

Q. Let me pick a bigger example then. 
Until a month ago we didn't have off-electricity 
programs in the demand/supply management part of this 
plan? 

A. We still don't, but that's fine. 

Q. We still don't but now we are talking 
about them at least. 

Mightn't we expect there would be many 
fuel switching off-electricity programs which could 
pass a test of providing net benefits to the Ontario 
community? You have told us about that; fair? 

A. Yes. But that was not possible at 


the time of drafting this strategy because we had 
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restrictions in the Power Corporations Act that 
prevented us from doing that. 

Q. You felt at the time that you 
couldn't include a strategy element encouraging that 
sort of thing because you felt constrained by the Power 
Corporation Act? 

A. That was one of the factors. 

Q. All right. Did you, in fact, suggest 
such a strategy and encourage the government to allow 
you to do such work? 

A. What time period are you talking 
about now? 

Q. In the time frame of the development 
of the balance of power. Has there been a push from 
Ontario Hydro for off-electricity, freedom to do 
off-electricity and encourage fuel Switching where it's 
economic or environmentally beneficial? Has this been 
something that you have pressed for? 

A. Not to my knowledge, no. 

Q. All right. Let's look at some of the 
specific plans that were analyzed in coming forward 
with your DSM plan, and this I think is easiest by 
reference materials we have provided in Volume 2 of our 
background materials, Exhibit 270, at page 37. 


Mr. Shalaby, you could help us here with 
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where we are in the chronology. 

A. Give me a second. On what page? 

OF =rage-s/~oL tnact’ exnivic. 

A. Volume 2? 

Q. Volume 2. 

A. I notice you are going in order just 
like you did in the other panels. Page 1 and go on 
from there. 37, here we go. 

Q. It's a shifting reality, Mr. Shalaby. 
(laughter ) 

A. It is. You have changed the order of 
your cross-examination again. 

Q. Just again, just in terms of the 
chronology, this is at the time of the draft 
demand/supply planning strategy exercise, you were 
developing your strategy. It says in the middle of 
that page, there were 15 basic plans assessed and they 
were designed to illustrate - and I am intrigued by 
this - extreme strategies with respect to either demand 


or supply options; is that correct? 
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[i2¢5.m pence) eA. ee Yoos 

Q. And on page 2, page 38 of the 
exhibit, that's the quote that we have already referred 
to, where there were two possible levels of incentives 
considered, the one that constained no-losers, and the 
other which is 100. I take it that 100 per cent was at 
the time considered an extreme strategy? 

A. I wouldn't have thought so, no. 

Q. Turning then to page 40 of our 
exhibit overleaf, we see the various representative 
plans, I think they were called at the time, laid out 
in short description. Could you just again identify 
which plans had the high level of incentives for DSM? 

A. Plans AD, Plan J, Plan G; all of 
these have incentives and between brackets the word 
Rhigh:."* 

Q. And AD is the one which is the one 
without major centralized generation but includes a 
price element. 

A. Yes. 

Q. You spoke about this briefly with Ms. 
Couban. How high was the price element there, which I 
see on page 41, that achieves 900 odd megawatts of the 
job in that scenario? 


A. My recollection is about 20 per cent 
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real increase in price for median load growth, and 
about 200 per cent increase in price in upper load 
growth. 

Oh Sit gives you problems in the upper 
load growth scenario, I imagine? 

A. Gives our customers problems. 

Q. Yes. And then the other two plans 
are simply high incentives linked either with a nuclear 
construction program or a fossil construction program? 

A. Yes. 

Q. So, of the 15 plans, there were only 
three that had this high incentives for reduced demand 
included. 

A’. Yes. 

Q. Of the mixed plans which are listed 
there, they all have what's called the moderate 
incentive level? 

A. Yes. 

Q. That was the one corresponding to the 
no-losers test, or at least was thought to at the time. 

A. That was the one that corresponded to 
50) per: cents 

Q. Fifty per cent? 

A. Incentive, yes. 


Oct At yright 4 Just’ out ofvinterest;, I 
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noticed the Plan P doesn't appear on figure 3.2 of page 
41 of our exhibit. That was the all-price scenario? 

A. Yes. 

Q. I interpret, am I reading the table 
then, figure 3.2 in your exhibit, correctly that these 
plans with the higher incentives contain anywhere 
from -- my quick math is 56 to 121 per cent more demand 
management than any of the plans with moderate 
incentives. 

A. You have been known to do good math, 
Mr. Poch, and that's fine. 

O23 Ald right, And asnrte atireal soutrue 
that these three plans, the plans with the high demand 
incentives that rejected this 50 per cent level for 
incentives, they scored indeed far and away the highest 
when ranked according to socio-economic and 
environmental impacts? 

A. Which plans now again? 

0. a ThisyADs.andiajvand iG. 

A. And that's in a different part of the 
report, if you can refer me to it. 

Q. Yes, I have -- we have included this. 
It was a late comer, and it is in Volume 3 of our 
materials, Exhibit 271 at page 10. And I should 


correct my statement to you. The two that are 
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represented there score highest, J and G, on 
socio-economic and environmental. 

Ave iney:do, yes. 

Os SADMisn’t= in’ there, ias°’ite® which 
doesn't include either fossil or nuclear? 

A. No, it is not there. 

O.S0," Iv Cake-it you" can’t’ help us then 
where the -- what the socio-economic and environmental 
impacts relatively to other plans considered at the 
time would have been for AD, which doesn't have any 
major supply? 

A. 22YouSare-right. 

QOFORISnoticed™==awell, "I" Pl -leave “this*s 
Since I haven't included it in my materials, but I will 
just point out for the record that in Exhibit 66, there 
are further comments about why those plans did so well. 
Mr. Shalaby, I take it that, in general, these are seen 
to have the best impact on the provincial economy, 
because they free up customers' incomes for other use? 

A. I don't know exactly the reasons. 

I'm not versed in that. 

O; fibetts: leave*thati™ I@don't*havetit in 
front of me either. 

AW Rights 


Q. So we don't have any, for example 
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Plan AD which is based on high incentives and no 
supply, before us today do we, Balance of Power is one 
of the alternatives? 

A. No, there isn't one. 

Q. And that's despite the fact that 
presumably yet, because its companion programs, J and 
G, scored the best on socio-economic and environmental? 

A. Well, you are making a presumption 
that I don't necessarily agree with. 

©. 4,812 raghts 

A. Plan AD has an increase in price. 
I'm not sure whether that increase in price raises a 
socio-economic acceptability or not. Particularly win 
the high load growth, when you have a Griplingros 
electricity price; it twould! havewa devastating impact 
on the economy. 

Q. Mr. Shalaby, the plans you brought 
forward in the Balance of Power, they are more in 
keeping with what was called the mixed plans at the 
time? 

A. Yes. 

Q. You were calling for a mix? 

A. Yes. 

Q. And at the time you were evaluating 


them here for your strategy, none of the mixed plans 
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had this high incentives scenario. 

A. Not at this stage five years ago, 
yes. 

Q. When we went on to look at 
illustrative plans for strategy implementation, and we 
have included in our Volume 3 at page 12 an excerpt 
from that, and illustrative plan strategy 
implementation that cover sheets, page 11 and 12. The 
ones you looked at and presented were ones which all 
had this moderate incentive level. 

A. Yes. 

Q. Indeed, Mr. Wilson, the 50 per cent 
number, which at that time was a limit in that scenario 
and some other scenarios, the 50 per cent number for 
the level of incentives, that is a pet category -- I 
am sorry, a fair description of what the typical 
incentive level is in your programs today, is it not, 
on average? 

MS. FRASER: A. I have never actually 
sat down and calculated the average, but I don't think 
SO. 

Q. I did and came out less oa Clic. tel 
didn't want to-- 

A. Oh. 


Q. I didn't want to throw out an exact 
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number. 

A. Did it include all my new programs on 
100 per cent level. 

THE CHAIRMAN: Well, excuse me, you are 
way ahead of me now. Where did you get the 50 per cent 
from? What did you apply the 50 per cent to? 

MR. D. POCH: Perhaps I should pose this 
as a question to the witnesses then, Mr. Chairman, so 
we have have it from their mouths. 

Q. In your program descriptions, you 
often include either limits to incentives that would be 
offered as a percentage of the total that you could 
spend in keeping with the total customer cost test, and 
sometimes you offer suggestions as to what you expect 
the typical incentive will be, is that sfa ir? 

MS. FRASER: A. Yes. In some of our 
programs we do have a cap in savings by design, 
existing buildings. It is 50 we cent of the total 
project costs, and that has very -- we have little to 
do with the incremental cost. And that's what you were 
really talking about here. In terms of the total 
customer cost test, you deal with the incremental cost 
Of sEne option. 

However, for the street lighting program, 


as I talked about the other day, it was 25 per cent of 
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the conversion costs, because there is not really an 
incremental cost, because they are not really doing 
anything with their existing street lights. 

For the non-profit housing program we are 
paying 100 per cent of the whole project cost. So it 
varies across the Board. 

Q. I take it you are not startled by.a 
suggestion then that it wouldn't be unfair to 
characterize your expectation, and indeed in some cases 
the actual limit you have defined as to what you are 
prepared to pay, as about 50 per cent? That is 
incentives? 

A. That is the rule of thumb we have 
been using, I would say. But we haven't been hung by 
it, let's put it that way. 

Q. And that is incentives generally 
would come in at around 50 per cent of the level that 
could be justified for incremental costs meeting the 
total ane ener cost test? 

A. No, I guess that is exactly opposite 
of what I said. I said for savings by design was 50 
per! centylofitthe totais progect"costs.- Now,” the total 
customer cost test is based on the incremental cost, 
which obviously is less than the project cost. 


Q. In some cases. 
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A. In some cases, yes; sometimes. 

Q. Savings by design, generally, is a 
program aimed at the point when there is going to be a 
commitment to new construction or a renovation or some 
such thing. 

A. It is either a new construction, 
rennovation or straight retrofit. It can handle any of 
those situations. 

Q. So could you hazard a guess then as 
to what the incentive is, compared to the two levels 
that we saw in the DSPS draft? 

A. Well, I guess I'm trying to 
understand what some of our documentation does say, 
because on page 12 of your Exhibit 271, it refers to 
moderate incentives levels, i.e., 50 per cent of the 
program costs. Now that is silent as to whether it is 
a certain percentage of the incremental cost, a certain 
percentage of the project cost, or a certain percentage 
of the avoided cost. And all those things are silent 
here, so-- 

Q. I take it that the -- well, all 
right, rather than open up a debate, you don't have a 
number to SAEeTe then, on what kind of incentive levels 
you actually are offering? 


A. We don't have a hard and fast rule. 
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Again, it depends on the marketplace, it depends on all 
those special conditions. And those are -- that is 
what I think is going to make the difference in our 
success. 

MR. -D.~POCH:» All*®right. | Mr. «Chairman, 
it would be a good point to break. 

THE CHAIRMAN: Break until 2:30. Adjourn 
unt2le2<30: 


momRecess atolsv05° p.m; 
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---On resuming at 2:30 p.m. 

THE CHAIRMAN: Please be seated. 

Mr .“POcn? 

MR. D2 POCH: “Mr. Chairman, f°understana 
Mr. Campbell wanted to speak briefly to the timing of 
some meetings. 

MR. B. CAMPBELL: Mr. Chairman, today is 
the day on the schedule that the Panel 5 statement of 
issues is due. I just wanted to let you know that they 
were Originally, I think, to have been filed on last 
Monday. I think the majority were filed last Monday. 
There were some that came in through the week last 
week. 

We are close but not quite at a position 
where we have got this fully consolidated and 
distributed, and I hope to be able to do it by close of 
business tomorrow. I am going to send it out at that 
point with a covering note that invites people to the 
usual discussion that we have about these things. And 
I am going to suggest that the parties - not the 
Board - sacrifice half of their lunch hour on Thursday 
to try and deal with any concerns with the material we 
reduced. I just thought, rather than try and catch 
everybody here all at once, if I said it once everybody 


would hear it and that's what we hope to be able to 
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achieve. The scoping is not until, I think it is now, 
on the current schedule, set for September 9th. 

THE CHAIRMAN: I think it may not be held 
on September 9th. -Isthink it’ may be held, is it 
September 10th? 

MR. NUNN: 16th. 

THE CHAIRMAN: It's been put off a week. 
I am sorry, you didn't know that. I thought perhaps 
you did. 

MR. B. CAMPBELL: No. If the scoping 
session has been put off a week then... 

THE CHAIRMAN: You can have the other 
session in the week of the 9th rather than shoehorn it 
in this week. 

MR. B. CAMPBELL: That will be terrific. 
It relieves a little pressure in lining up 40 fax 
machines to get it out tomorrow as well. 

In any event, we will make sure that 
everybody has lots of time to consider it in advance of 
the scoping session which is on the 16th and we will be 
prepared for that date. 

Thank you, Mr. Chairman. 

THE CHAIRMAN: Mr. Poch? 

MR. DsePOCHs @thankeyou7SMPieChairman. 


Q. Panel, before we broke off we had 
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been talking about the significant aipperenée in the 
early plans between the 50 per cent moderate incentive 
and 100 per cent incentive and how all the mixed plans 
that went forward had a 50 per cent level. Ms. Fraser, 
you indicated when I suggested that that was 
characteristic of the current programs on average, you 
couldn't say that with any confidence because they are 
expressed in -- I take it because some of them are 
expressed in incentives as a per cent of marginal and 
some total and so on? 

MS. FRASER: A. Incremental, yes 

Q. I am wondering then if we could get, 
on a consistent basis, what the overall weighted 
average incentive is as a per cent of total customer 
costs less OM&A for the programs that are in the PCRD? 

THE CHAIRMAN: I'm not quite sure. I may 
be missing something. How does OMSA fit into TCC? 

MR. D. POCH: Perhaps I should let Ms. 
Fraser answer that. 

Q. Hydro's OM&A cost for delivering the 
Programs, do they get captured as a part of the total 
customer cost in the -- 

MS. FRASER: A. They are part of the 
total customer cost, but the incentivess aren't part of 


the total customer cost because that would be double 
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counting if it were. 

Q. Yes. And I just wanted to know what 
the incentives were then as a per cent of -- I guess 
one way Of arriving at the same number would be the 
total customer cost less OM&A on a weighted average 
basis. 

Would that be something that you could 
pull together?.@ 7) appreciate’ youycouldn"t ‘do Ht) today. 

THE CHAIRMAN: What do you mean by a 
weighted average basis? 

MR. D. POCH: Weighted by the -- well, I 
guess on a per average kilowatt and kilowatthour basis 
would be another way of expressing that. 

MS. FRASER: I think we could probably do 
itelainly ereadily (onjaykPlowatt’ basis. I think ona 
kilowatthour basis might be a little more difficult 
because of the different load factors subsumed within 
one program. 

MR. D. POCH: Yes. Okay. 

Mr. Chairman, could I get an updates ing 
number for that, if it's acceptable? 

THE CHAIRMAN: You say you can do that? 

MS. FRASER: I think we will be able to 
do that, yes. 


MR. B. CAMPBELL: Perhaps we could leave 
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it this way, Mr. Chairman. If we run into problems in 
doing this, the panel could advise me and we will get 
together with Mr. Poch and kind of sort out the 
parameters, if that changes the exact nature of the 
request slightly but in order to do it in at least a 
moderately efficient manner. 

THE CHAIRMAN: All right. Well then, can 
we put an undertaking number to this. 

MR. NUNN: That will be 267.2. 

THE CHAIRMAN: 267.2. 

MS. FRASER: That's for all current 
programs? 

MR. D. POCH: Yes, I think that would be. 

MS. FRASER: That is a better way to do 
ate 
—--UNDERTAKING NO. 267.2: Ontario Hydro undertakes to 

provide total customer cost less OM&A on 

a per average kilowatt and kilowatthour 

basis. 

MR. D. POCH: Q. Now, these programs 
that you include in the PCRD and you have included -- 
well, the PCRD covers more than the plan, but these 
Programs you anticipate will get you about a 30 or 31 
per cent average penetration rate? 

MS. FRASER: A. I haven't checked the 


overall average lately. I think it is somewhere around 
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there. 

Q. And so, in essence, we might expect 
that for program-driven energy efficiency improvement, 
that you would attain roughly 30 per cent of the 
economic potential for those technologies? 

A. Yes, I believe that's a current 
estimate. 

MRSe DS POCH += Mre Chairman, this’ in’ fact 
just came to my attention, it was one of the 
interrogatory answers that came in last week in that 
bundle, and I think it would be appropriate to 
distribute it at this time and give it an exhibit 
number. This is Interrogatory No. 4.7.13. 

THE CHAIRMAN: Do you want to give a 
separate exhibit number for it? 

MR. D. POCH: Perhaps that would be 
convenient, Mr. Chairman. 

THE CHAIRMAN: Number? 

MRS ONONNs 2 M2615 174 

THE CHAIRMAN: You would like to put it 
on the interrogatory list rather than on the exhibit 
list? 

MR. NUNN: Your choice. 

THE CHAIRMAN: Is that satisfactory? 


MR. D.° POCH? *©Either’way, Mr. Chairman. 
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THE -CHATRMANs: 4-Ttts.261. 17% 
=TeEXHIBITLNO .U26001. 7: Pinternogatony Now. 4974134 

MR. D. POCH: Q. Before we have turn to 
this, Mr. Campbell suggests, I think appropriately that 
I just clarify the use of the 30 per cent number that I 
spoke of a minute ago when I was talking about attained 
of potential. 

I am talking about here the program 
driven EEI in the plan as opposed to the fuel Switching 
and standards driven material? 

MS. FRASER: A. That was 2,000 by 2000? 

QO. Yes. And indeed it is still 2,000 by 
2000 but net, there is a net for the overlap. 

All..right,.iwith’/that,fif we: could to 
4.7.13 which is Exhibit 261.17. We asked you to 
provide an analysis of the attainability that would 
result if you went to 100 per cent of the costs of 
efficiency improvement measures, and I take it that, if 
I can paraphrase your answer, you haven't done an 
analysis of that but you estimate nevertheless that you 
could get annual penetration as high as 75 per cent of 
potential induced EEI if you paid 100 per cent of 
incremental costs - and I note there at least we have 
all been careful at least for once to Say what it is we 


are speaking about - incremental costs of electr reitny 


Farr & Associates Reporting, Inc. 


Mitchell,Fraser,Wilson, 9094 


Burke,Harper,Shalaby 
cr ex (D. Poch) 


efficiency improvement measures and you indicate that 
it is only 75 because there would still be some 
barriers. 

Is that a fair paraphrase, Mr. Wilson? 

MR. WILSON: A. Yes, it is. 

OvwmeiSo, tclearnly'then,-tf «we hada 
strategy which lead to much higher or higher, anyway, 
levels of incentives, hundred per cent of incremental 
costs, as opposed to whatever this number Mayecurn out 
to be, but something presumably between that and what 
the no-losers test gives you, we would see perhaps more 
than a doubling of the penetration rate. So, these 
strategy elements - and I guess this is my conclusion - 
these strategy elements are constraining. They are 
real life constraints? 

A. ur don’ tithinkSlewould@enharacterize 
the existing set of levels in the programs today as 
being ones consistent with the no-loser test. I know 
you are drawing that comparison from the 1986 material 
but I don't believe that's our position today. 

Q. Nevertheless, the hundred per cent 
incentives, 100 per cent of incremental cost incentives 
would move you from a a 30 to 75 percentage - and I 
appreciate this is just an estimate - penetration 


level, that is, attainment rate of the economic 
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potential. So, the choice to go with lesser incentives 
which is partly due to, we have indicated, partly due 
to your strategy elements, the customer must pay and so 
on, has lead you -- has been a real constraint in 
Practice on how much DSM you are going to attain. 

A. I think the answer to the question 
has to come in two parts. The first part is the 
programs we have today, and I think by and large the 
constraints on what we are attaining today are the kind 
that Ms. Fraser and Ms. Mitchell pointed out to us 
several days ago or last week, that constraints really 
are not on what the insensitive is, but rather how fast 
we can move the market, get people's attention, 
convince them that there is something worth doing, and 
put the talents and materials to work to try to make 
the efficiency improvements. 

The estimate that you see here was 
focused on a longer term perspective and as you note, 
it says penetration could go has high as 75 per cent. 
Now -- 

Q. This is annual penetration? 

A. Annual penetration, yes. And that 
truly is speculative. 

Ms. Fraser has already illustrated a case 


with the street light program where it exceeded 75 per 
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cent, paying substantially less than a 100 per cent of 
the incremental cost. 

Now, I have to characterize this answer 
as being more accurately answered in the first 
paragraph than the second and third. We haven't 
carried out an analysis and we are guessing, as you are 
I think, that the number could be higher if you paid 
everything. But in the short term that's not even 
reasonable and in the long term we are guessing. 

Oawmivie ll aihinst ioff aliens etwieiitake "in the 
long term we are guessing. The 30 per cent then is 
just another guess? 

MS. FRASER: A. Well, a little bit more 
than a guess. But what I would point out, that in 
order to get a 30 per cent penetration over the 10 year 
period, 1991 to the year 2000, given the fact that we 
are, you know, like starting a car, to get from zero to 
60 miles an hour, you can't do that immediately, and so 
there is a ramping up process for a number of reasons, 
some of which Mr. Wilson talked about. So, in order to 
get an average over that 10 years period of 30 per 
cent, that means towards the end of that you are 
getting somewhere in the neighbourhood of - depending 
on different segments and different programs - 50, 60, 


per cent. So, a jump to 75 here is not as much a 
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quantum leap as it might seem if you were just 
comparing the 30 per cent to the 75. 

Is that helpful? 

Qs Ubdamehavingva Mieele adrreredity 
following it. Maybe you could try it again, if you 
don't mind. 

A. Okay. When we estimated the 
penetration rates that got us to the 2,000 by 2000 kind 
of number, we recognized that there would be a ramp up 
in programs that, you couldn't move from, you Know, 
where we were in 1989 to where the kind of penetration 
we wanted to get to immediately, that there was going 
to be a ramping up. In that ramping up process, just 
by definition, and Mr. Burke talked about this, in 
terms of the instantaneous versus dynamic replacement, 
For instance, of ee existing market, or even of the 
new market, that some of those opportunities that you 
miss in the early years, you can't get at them again 
for, say in the commercial market, an average of 10 
years. 

But in order to get up to an average over 
the decade of the 30 per cent that we forecast that 
will need to be in order to make -- gGoIng~ back*to- 2, 000 
by 2000 number, by the year 2000 the penetration rates 


that I was looking at in some of my commercial 
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segments, I think the offices segment in particular, 
was up around 60 per cent. 

So, talking here, in the abstract, about 
paying 100 per cent and gettting up as high as 75 per 
cent, it is not as huge a leap, going from that 60 per 
cent to 75 as it might seem like going from a 30 per 


cent average to a one year annual average. 
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(2239+ p.m] Q. Would we expect then to see, as time 
goes on past that magic number of the year 2000, which 
we have, I guess somewhat arbitrarily, picked as a 
common point to discussion, then that you would 
continue to make gains? 

A. Yes, but as Mr. Burke pointed out, 
the potential begins to trail off if you have got 
penetration in the existing market. 

Q. Can I ask then, when you set the 
target, the basis for the plan is 2000 for 2000, and 
whatever it is for 2014, what did you assume was the 
average penetration you were going to achieve for 
programs or for technologies in total over the entire 
time frame? 

A. We didn't do our ornare on that 
kind of overall basis, at least on a program basis. 
What we did, for instance in commercial, we looked 
segment by segment, and looking at the different 
ownership patterns, looking at the different payback 
thresholds exist in those segments, we, you know, we 
made different kinds of analysis about what, you know, 
we could realistically achieve in that time frame. 

When that gets added then to a similar 


analysis that was done in industrial, and then the 
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analysis that was done a bit more on a technology basis 
for residential, when you add those all up together, 
you end up with 30 per cent. We didn't start out with 
Okay, let's get 30 per cent and boom. It is how can we 
work through it, and then we looked at the potential 
numbers, I screened those potential numbers over the 
ten years. Obviously every year we want to keep 
getting more and more and more. What is that going to 
look like, and how fast can we pull out of the starting 
gate as it was. 

Q. The answer to your analysis is by the 
year 2000 you will have obtained 30 per cent of the 
economic potential. Do you have comparable numbers, 
then for the year, for later years in the plan? 

A. We didn't do them on a program basis. 
I'm not sure if they have been extrapolated or not ona 
potential basis. 

Q. I'm asking basically for -- as I 
understand it, you are saying of the economic potential 
you have identified, there is whatever the number is, 
10,000 including fuel switching and load shifting and 
everything else, and you have said you can attain, of 
the EEI portion of that, 30 per cent by the year 2000. 

So, what I would like is to know what the 


comparable numbers are for -- for later periods, the 


Farr & Associates Reporting, Inc. 


24 


P43) 


Mitchell,Fraser,Wilson, 9101 
Burke,Harper,Shalaby 
cr ex (DD. Boch) 


total economic and the per cent attainment rate you 
assume you will achieve. 

MR 4). BURKE sinck. qeWe Dl, fthe.ratictos& 
obtainable to potential, those are numbers that can be 
derived by sector from Exhibit 76, with the possible 
exception of the industrial sector, where I don't 
believe the potential for 2015 is actually presented in 
the document, but if that -- is that what you are 
looking for, the sort of the bottom line average of 
those numbers? 

Ocwmyess 

A. Okay. Well, perhaps we -- I haven't 
done that division myself yet, but I can certainly do 
it for you the next break and-- 

Q. That would be helpful, all right. 

Ms. Fraser, then I take it vOut earlier 
evidence is if it turns out that the averages-- 

THE CHAIRMAN: Excuse me, Mr. Poch. Do I 
infer correctly that the reason that you haven't done 
an average up to this point is because you do analyze 
the penetration program by program, sector by sector, 
and therefore there is not great significance in the 
average? Is that too much of a jump? 

MR. BURKE: I think that is fair. That 


for each commercial building segment there is a 
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penetration ee forveacn’ industrial ‘SiC*group)' there 
is a penetration rate, for residential each technology 
has a penetration rate, and it applies to the stock as 
it turns over. And as we exhaust the existing stock, 
it then applies purely to new stock and so on. 

So yes, it's not something we do on 
average and then disaggregate it. It is something we 
do on a sort of end use or however, we structure each 
of the analyses of potential EEI, potential induced 
EEI, beyond the five years covered by the business plan 
that energy management branch produces. For each of 
those segments there is a penetration rate, which is 
multiplied times the potential to get the attainable 
end-use EEI, and the result is the result. But I guess 
we haven't calculated that beyond the year 2000. We 
can easily do that, though. | 

MR? =D. *POCH: **O. = Toaguide you in that , « 
Mr. Burke, I basically want to be able to look at this 
exhibit where you say 75 per cent of potential induced 
EEI, if Hydro paid 100 per cent of the incremental 
costs. I want to know what, in fact, are the numbers 
as currently envisaged, what per cent of potential 
induced EEI, and what per cent of incremental costs. 
And that's what I'm trying to get at, understand, where 


your plan is versus this alternative presented in 
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ExhibioesZ26iel 72 

MR. BURKE: A. Nothing I have said 
refers to the per cent of incremental costs. I can do 
the division of attainable and induced to get you that 
sort of bottom line penetration rate. But in terms of 
assumptions, as far as per cent of incremental cost, I 
believe we are keeping those assumptions the same right 
through the period, and that leads to sort of the same 
policy effectively right through the period. 

But as Ms. Fraser indicated, the 
penetration rates build over the decade. However, they 
may build in segments that become exhausted 
essentially. If you are replacing the higher, higher 
proportions of existing stock, and then you now 
relegate it to the new segment of the marketplace, 
there may just be a flat penetration rate that applies 
to the new segment. 

Q. Well, I could maybe cut through this. 
I'm just trying to understand, if you changed your 
policy today and said, "We are going to pay 100 per 
cent of incremental costs," how much more penetration 
would you achieve by say 2000, how much more would you 
achieve by 2014, how much more of the economic 
potential would come to be? 


And I had thought that's what this 
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interrogatory was supposed to answer, and now I guess 
you are telling me it is not quite that clear that it 
answers it. 

MR. WILSON: A. The interrogatory 
answers -- when it was prepared the people doing it 
were thinking of the year 2000 instead of 2014, and I 
think the essence of it was that if the full 
incremental costs were being paid, then certainly a 
mature level of annual penetration could be as high as 
72 eper scentsg Sortxof*on average) and that's a 
notional, and certainly not as complex or as complete 
as the analysis we have just been discussing. 

Q. And you are saying it would achieve 
75 per cent cumulative, in effect, we'd get up to a 75 
per cent penetration rate achieved by the year 2000? 

A. No, not cumulative, no. The annual 
rate would peak at 75 per cent. 

Q. What do you mean by an annual rate 
then, what's the denominator? 

A. Well, in each year there are so 
many -- go to houses, there are so many new houses 
being built, there are so many major renovations being 
done, and so many refrigerators and so on being 
replaced. Now, as Mr. Burke described in his time 


dependent kind of replacement market, that creates an 
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estimate of the potential in each year. 

Now, that's the total opportunity in that 
year, and this estimate says that 75 per cent of the 
kilowatts or megawatts that could be saved would be 
saved. 

Q. All right. And so then, Mr. Burke, 
your comment about potential and decline thereafter, it 
Simply means we'd be looking at 75 per cent of a 
shrinking pie thereafter. 

MR. BURKE: A. That's correct, yes. 
Maybe, a comment for the commercial sector, for 
instance on page 49 of Exhibit 76, it says 

"While the average penetration rate 
over the decade is estimated to be about 

35 per cent, the annual rate achieved in 

the year 2000 is expected to be about 50 

per cent in aggregate for the commercial 

sector. Beyond the year 2000, the 
aggregate commercial sector annual 
pentration rate is assumed to continue at 

90 per cent per year. By 2015 the net 

load impact of corneRe il sector 

efficiency improvement programs is 
estimated to be 2080 megawatts." 


And I could look up the potential and 
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that's how I would get you your average. But I guess 
it, for the commercial sector, it is making concrete 
what we have said, that the rate ramps up over the 
decade. Beyond the year 2000, though, the rate that we 
achieve by the year 2000 is maintained through to 2015. 

Q. And your assumption of the commercial 
sector is that with the current program design and 
targets and so on, and incentive levels, you will peak 
at about 50 per cent, and it will level off there. 

Ay whiatwisewhatyExhibit..76 thasiinii ti, 
yes. 

Q. And what do we have? Are there 
comparable numbers for residential? 

A. Yes, I think there would be. I could 
look them up. 

Q. Would you be so kind, and maybe we 
will come back to this then. 

Panel, have you done the equivalent of a 
sensitivity study or set of sensitivity studies to 
determine the impact the different sets of principles 
might have on the DSM plan? For example, paying 100 
per cent of DS measures and delivering them yourself? 

MS. FRASER: A. No, we don't have enough 
information to do that kind of analysis yet, in terms 


of experience. 
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Q. And I take it then you wouldn't have 
done money is no object? (laughter) 

What about a sensitivity analysis to what 
it would mean if you counted the externalities of 
supply that you can avoid? You haven't done that? 

A. No. 

MR. waren. A. There was an analysis 
done of the sensitivity of attainable EEI, two 
different levels of avoided cost, which is, I suppose, 
a proxy to -- a way of getting at the question you just 
asked, and that is presented in Exhibit 3. 

Q. And that, I take it, is the -- Mr. 
Burke's evidence that he doesn't believe there is more 
out there to be had, right? Is that the gist of that? 
That if avoided cost go up, you don't expect potential 
EOp.Gouups 

A. What I said was on the basis of the 
information which we have, which we consider reliable 
and based on commercially proven technologies, that 
yes, there is not much aaividnay potential that 
becomes available by increasing the avoided cost. 

There are some elements, especially in 
the residential sector, for weatherization measures 
where you can take combinations of weatherization 


measures that are clearly sort of very expensive to do, 
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having already insulated the house or installed a heat 
pump, then go further, and we have -- we can calculate 
combinations of technologies that yield 10 cents, 12 
cents per kilowatthour lifecycle unit energy costs, but 
the incremental savings from these sorts of measures 
are very small. And as I pointed out in my direct, a 
lot of this may be irrelevant in the context that we, 
in fact, switch those houses to some other fuel in 
total. 

So yes, effectively we don't believe that 
we can identify at this point much more potential above 
and beyond the avoided cost. And we also believe that 
if you look at other supply curves of other 
jurisdictions, that it costs about 5 cents or so a 
kilowatthour avoided cost, which is typical of Hydro's 
avoided cost numbers, although they range widely 
depending on the load factor of the saved energy. 

There are not large entries on those supply curves 
either at higher cost. 

a We will come back to the details of 
this later. I'd like to move on. 

Could you turn up-- 

MR. SHALABY: A. Before we leave that 
point just on the sensitivity of higher incentives, 


there is a discussion in the Demand/Supply Planning 
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strategy, the final strategy, which is Exhibit 74, page 
47J“eJIt gives reasons ‘formoti"going:  tould0“per "ent as 
a rule of thumb. It is not analytical, numerical 
sensitivity studies, but there are considerations that 
are enumerated there, why using that as a rule of thumb 
may not be a good idea. 

Q. Well, I promise you, Mr. Shalaby, I 
will come back to those five reasons. I had noticed 
them. 

Could you turn up Volume 3 of the 
background materials we have provided, which is Exhibit 
271, page 44. This is an excerpt from Exhibit 146, I 
believe it is, the review under the Environmental 
Assessment Act of Ontario Hydro's DSP, June '90. This 
waS, aS you can see, a discussion under the heading 
section 5(3) requirements. 

THE CHAIRMAN: Do you happen to know 
whose comments these were? 

MR. D. POCH: These were under the 
section 5(3) requirements, so I take it these were the 
Ministry of the Environment comments. 

THE CHAIRMAN: Right. 

MRee0. -"POCH! "Thank ‘you. 


Q. And it says there, the question is 


posed: 
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"To what extent then have the--" 
Well, let me stop. Let me ask first of all, the 
demand/supply management plan is part of the rationale 
offered for the DSP? 

MR. B. CAMPBELL: Sorry, the 
demand/supply management plan? 

MR. D. POCH: I am sorry, the demand 
management plan. 

Q. The demand management plan is part of 
the rationale offered for the DSP? 

MR. SHALABY: A. Well, I'm still working 
on the legalese of that, but I think the demand 
management plan is part of the context enon which the 
approvals that are being sought are presented. We are 
seeking approvals, that is the DSP, and the approvals 
are presented within the larger context of a 
Demand/Supply Plan, and the demand management plan is 
parteofsathat< 

Q. Leaving aside-- 

A... But.the word rationale, I idon't 
know-— 

Q. Let's leave aside the legal 
interpretation of that word. I won't take this as your 
legal argument. But just in terms of common usage, you 


are here seeking approval for some generators, and the 
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basis, the way you are trying to convince us that you 
need those generators, your rationale, is that this DSM 
plan and NUG plan, you are going to give them top 
priority, but it just isn't enough, given the load 
forecast. 

As Thati*s “rights 

Q. So, the question is then posed in 
Ministry of Energy comments there: 

"To what extent then" -- 

I am sorry, Ministry of Environment 
comments: 

"To what extent then have the 
rationales for which Hydro is now seeking 

approvals been developed through a 

process of identifying and comparing 

alternatives in terms of their various 
environmental effects." 

And so I would ask you then, to what 
extent have you examined various demand side management 
approaches by comparing the relative SEM en ny 
effects? 

A. Is rationale here used in the same 


way you explained it? 
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Oe> Whether forinotliteis7obeyouldatike to 
interpret it that way so that I can pose that question. 
Let uS assume it is then. 

A. The question is: What extent had the 
rationales for which Hydro is now seeking approvals? 

Hydro is seeking approval for the need 
and rationale of supply facilities. For that peasbn, I 
would say the word "rationale" in this sentence is very 
different from what we have just discussed. 

Q. Is it your position - and this one 
your counsel may wish to get involved in - that you are 
not seeking approval in any sense for the demand 
management plan as the basis of need for the supply 
plan? 

MR. B. CAMPBELL: You are right, I would 
like to get involved. | 

We are not seeking approval for any 
aspect of the demand management plan. We take the 
position that no approval is required under the 
Environmental Assessment Act for any aspect of that 
plans 

We do take the position that it is a 
consideration in determining whether supply facilities 
are required given that the corporation has taken the 


view that it will give priority to demand measures over 
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Supply measures. 

MR. D. POCH: Well, Mr. Chairman, to be 
clear, we take the position that the demand management 
plan is part of the rationale for the undertaking, and 
the words, I don't have the act in front of me, but I 
am trying to mimic the words of section 5(3), and I 
would just ask my friend to clarify if he agrees with 
thatrornok. 

THE CHAIRMAN: He has done so, as I 
thought I heard him. But in the context of the 
question, incidentally, I just mention parenthentically 
that this is one page out of MOE's comments, and it's 
not clear to me whether they themselves made any 
reference to demand management as such in dealing with 
the subject in the review. Whether they did or not I 
don't think matters. Perhaps if you could just pose 
the question you want to ask the panel about this and 
we will go on from there. 

MR. D. POCH: Q. Let me pose the 
question then. To what extent has the supply plan for 
which Hydro now seeks approval been developed through a 
process of identifying and comparing alternative demand 
management plans in terms of their various 
environmental effects, including the net supply 


effects? 
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MR. SHALABY: A. I think we have gone 
over that ground before, and that is we have identified 
a singular demand management plan. And the reason we 
have done that is that we wanted to identify the 
maximum amount under the demand/supply planning 
Strategy elements that we have. 

Now, if you consider the alternatives 
that were gone through leading to the development of 
the demand/supply planning strategy, and we discussed 
that this morning, there were alternatives ways of 
doing demand management that we thought of and we 
decided that going for the maximum level, subject to 
the strategy elements, is the way to go, and that was 
the singular plan that we worked with. 

QO. So, is it your evidence for both 
potential and attainable, that what you were 
presenting, 2,000 by 2000, whatever it is by 2014, 
that's it, that's the maximum? It doesn't matter if we 
change the rules? 

I thought we established this morning if 
we changed the rules -- 

A. It does matter if we change the 
rules. What we presented was a still photograph that 
was taken in late 1989. That was the maximum at the 


time that we can present. And as the life goes on and 


Farr & Associates Reporting, Inc. 


24 


25 


Mitchell,Fraser,Wilson, 9115 
Burke,Harper,Shalaby 
cr ex (D. Poch) 


life changes, we are presenting you more updated 
photographs. 

Q. But if we had changed the rule, for 
example, on fuel switching then, we would have gotten a 
different number just as we have seen today. 

A. Yes. 

Q. So, what I am asking you, are there 
any alternative DSM plans offered where you changed 
those strategy elements, just as you have done in one 
instance, or is being threatened to be done to you in 
one instance, the change in the fuel switching? 

A. Well, I may be repeating and I don't 
know whether that's being helpful or being stubborn. 
Before the demand supplying planning strategy was 
finalized, you yourself referred to Plan AD and Plan J 
Plan G and so on. Those were areas of exploring what 
the best combination would look like, and once we 
became convinced of a mixed plan with moderate 
incentives is the best way to go, that became our 
fundamental direction that we went to. 

So, there were no alternative demand 
plans once we got to the 1989 stage of the exercise. 
There were some before that. 

Q. So what you are Saying is the 


economic potential and the attainable that you are 
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offering us are the maximum based on that narrowing 
down to a mixed plan with moderate incentives? 

A. And all the other strategy elements 
that are written up, yes. 

Q. Right. And you are not offering us 
today a different set of economic potential and 
attainable, or even just attainable, based on a 
different selection or a different -- based ona 
different set of strategy elements? 

A.» Well of course, you have been 
offered 1500 more megawatts in fuel switching 
standards. ; 

Q. On one change. 

A. Yes. 

O-A) wightian Your dont havea sett of 
other options for us to select, I take it? You have 
narrowed down the strategy and you have narrowed down 
the options to ones that are mixed with moderate 
incentives, and you say within that strategy and 
narrowing process, this is the maximum? 

A. As presented in the documents, yes. 

Os rAkenights 

MR. B. CAMPBELL: Just a minute. Etim 
sorry, just a minute. 


I just want to be clear, Mr. Poch. I 
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think we have used several phrases through this 
discussion. Are we talking about potential or 
attainable here, the estimate of attainable? Because I 
think it makes a significance difference and I would 
like to be clear what you are asking. 

MR. D. POCH: Let's talk about either. 

MR. B. CAMPBELL: I'm Sorry, you are 
asking the questions. 

MR. )DamPOCH weclet si clarity . 

MR. B. CAMPBELL: Would you be clear, 
please, as to whether you are speaking potential or 
attainable, because, in my submission, it makes a 
Significant difference to this discussion. 

MR. D. POCH: Q. Mr. Shalaby, does your 
answer depend on whether it's potential or attainable? 

MR. SHALABY: A. I think the potential 
will change if you look at areas that are -- that have 
been ruled out, like fuel switching, and the attainable 
will change if you change the mechanisms by which you 
can get at that potential. So, they both can differ if 
your rules of the game can change, yes. 

Q. Depending on which rule you change? 

Avmeithat 'siright. 

Q. Thank you. 


Aas Nowy thathink lhkewant ito iputyall-sthis 
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discussion in the context of the dynamic nature of 
program design and program delivery. This is a 
snapshot that was given in late '89. People delivering 
programs will find what works and what doesn't, and 
some will need more incentives, some will need less, 
some would need more media, some would need less, and 
SoOton: 

So, I think speaking about demand 
management as a Singular activity is not doing service 
to the diverse nature of all the programs and the 
marketplaces and the products and so on. 

So, when you say moderate incentives and 
maximum this and that, the strategies are very, very 
different, depending on the market segment and the 
product and the time. We are oversimplying by putting 
all of that together as one lump, that's what I am 
Saying. 

Q. Well, all right. And just harkening 
back back then to the discussion we had about Plans J, 
G and AD. In Volume 3, which is Exhibit 271, at page 
10, where some of them are ranked by the socio-economic 
and environmental factor, in the text above, it says if 
socio-economic considerations predominate, then the 
preferred plans are those with high demand management 


incentivies, G and J. And it says if avoiding 
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environmental impacts is emphasized, then plans with 
high levels of demand management and minimizing use of 
fossil fuel, fossil plant are preferred, and they offer 
Platvad. 

Mightn't we surmise that since Plan AD, I 
think it was called, has both of those, avoids fossil 
and has high demand management incentive, it would also 
be one which scores well on socio-economic and 
environmental; isn't that a fair reading of that? 

A. We have been through that this 
morning. I don't know why you want to repeat that. 

Q. Do you not read this as I do, Mr. 
Shalaby? 

A. No. 

O.el AlTeraight. anieterinetp ite development 
is not one of your strategy elements per se, is it? 

A. That word is not used extensively in 
our documents. It may be but I don't recall. 

0.0) Iswite your) posi tiontthatiyour 
strategy is consistent with a sustainable development 
approach or is on the road towards, or how would you 
characterize it? 

Asmpivthinki dsvouldmif youscharacterize 
what sustainable development means, we can start 


comparing our strategy to it. But I think sustainable 
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development is a word that's been used by many to mean 
different things. 

Q. You haven't gone through an exercise 
then of, in essence, trying to ascertain what this 
commitment to sustainable development we have heard so 
much about at all levels of government means and 
whether this conforms to that? 

MR. BURKE: A. I might remind you of the 
discussion we had in Panel 1 about this topic which 
essentially we noted that for the purpose of producing 
load forecast, we did not have specific enough 
indications from either the Ontario or the federal 
government what it was that they were prepared to do to 
operationalize the concept of the sustainable 
development to be able Suan OnTLtLeeL thankswe 
certainly have a sense of the range of definitions that 
people use for the term and it canilead to quite a 
range of outcomes. 

We indicated then that we will certainly 
study this more and more and look for more concrete 
expressions of what people are prepared to do to 
achieve sustainable development, but from the point of 
view of forecasting the demand for elecbricitywin 
Ontario, we had not reached a concrete enough stage to 


be able to explicitly take sustainable development into 
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account in the load forecast. That's part of the plan, 
but it's not the whole plan. 

Q. I am sorry, what is part of the plan? 

A.eo The load forecast2eBut it's noét all 
of the planning considerations, but it certainly gives 
you a flavour of where one part, an important part of 
the plan came down on the issue of sustainable 
development. 

Q. I would like to turn to another 
principle which doesn't, at least explicitly, appear on 
the list, and that's the notion of minimizing energy 
services costs. 

MR. SHALABY: A. Before we leave that I 
draw to your attention, there is a discussion about the 
concept of sustainable development and the relationship 
of Hydro's plan to that in Exhibit 4, pages 3-2 and 
into page 3-3. And maybe I will read a bit from page 
3=3 OffExhibit. 44% Mév¥says: 

Evaluation criteria were selected that 
are consistent with the concept of 

Sustainable development. That is, that 

the needs of present generations (for 

electricity or any other materials) must 
be met without compromising the ability 


of future generations to meet their own 
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needs. 

And then it says that this concept was 
introduced by the U.N. study, and so on. 

So, there is a discussion here that 
attempts to link the criteria we use in evaluating our 
plans and our alternatives to the concept of 
Sustainable development to the extent that we interpret 
nie. 

The only point I was making was that the 
interpretation of the concept is debatable and it's 
subject to discussion. But that's our attempt and it's 
Onepage3-3- Of Exhibatc 4% 

Q. Thank you. Turning to minimizing 
energy services costs, this is not one of your stated 
Strategy elements, I take it, and I will use the word 
energy services as opposed to electricity, or 
electricity service. 

MR. BURKE: A. Well, my understanding of 
the way we do our integrated resource planning with the 
total customer cost test is that it comes very close to 
that, especially now that we are including fuel 
switching as an option. I'm not sure that there is 
that much of a significant difference between what we 
are doing and effectively minimizing energy service 


costs. 
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Q. Can I refer you to Volume 3, Exhibit 
271, at page 34. This is an excerpt from the 
Demand/Supply Option Study, which preceded the supply 
strategy study, and the volume this comes from is 
called the Options Report, 652 SP, February '86, which 
is Exhibit 57 in these proceedings, and I would like to 
read you the bottom paragraph there. 

THE CHAIRMAN: It says 56. 

MR. D««POCH 3 Wl! m sonny. 

THE CHAIRMAN: Is it 56 or 57? 

MR. D. POCH: We can check that. 

THE CHAIRMAN: We can check it right now. 

MR. D. POCH: Yes, Mr. Chairman, if you 
just turn the page back in my exhibit, we have 
reproduced the cover and it does say No. 56 on it, you 
are correct. 

THE CHAIRMAN: Right. Anyway, it's page 
34, 06> Exhibit. 271 ; 

MR. DiijPOCH 3. Osten Anywifols coudadudarect 
to you the bottom of the paragraph, it says: 

Resource conservation: To determine 

the role demand reduction should play in 

Ontario we need to consider when an 

energy form, like electricity, should be 


conserved. Our conservation goal should 
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be chosen only when all the energy forms 

Our society uses are included in the 

analysis. This broader perspective 

allows us to accurately access which 
energy forms should be conserved and 
which should be brought into greater use. 

Am I correct in understanding that 
observation, if not stated principle, as meaning that 
the role of demand management should be determined by 
starting with a consideration of the demand for energy 
services regardless of the energy form which provides 
them? 

MR. BURKE: A. I think in theory that is 
correct. I think it would be ideal if the provincial 
government were to have a complete view about the way 
all fuels should be used and all applications in 
Ontario. 

In practice, though, Ontario Hydro 
focused on efficiency improvement in electricity 
because at least in doing so we wouldn't commit errors 
as far as the use of other fuels was concerned. But I 
think there is no doubt that there might be some 
optimization that may occur for the energy system as a 
whole in Ontario if all fuels were examined 


Simultaneously from the perspective of demand 
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management. 

When we forecast load we look at all 
fuels and determine electricity's share in the 
marketplace without intervention. But if one asks the 
question, how should intervention occur in the 
marketplace, I think, yes it would ideally occur from a 
perspective of all energy forms. And I think what can 
happen is that sometimes it might be optimal to move 
into electricity use in some applications, and in 
others it may be optimal to move away from electricity 
use. 

Q. I knew I could count on you to say 
that. 

Could you turn with me in this same 
volume of materials to page 14. This is part of the 
excerpts we have provided from the report of the Royal 
Commission of Electricity Power Planning, which is 
usually referred to RCEP or the Porter Commission, 
February '80 report. And I take it, Mr. Burke, that 
this notion of energy services being the appropriate 
place to start, we are at page 14 of our exhibit, is 
not new. And I point you to recommendation 3.3, that 
Hydro should employ as a useful analytical device for 
load forecasting purposes, the distinction between 


Captive and competitive end uses of electricity. a0. 
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Are you familiar with that 


recommendation? 


A. Yes. 


Q. And at page 15, you can see the 


section we have highlighted: 


"In the previous chapter we stressed 
the urgent need for a comprehensive data 
bank relating to the end uses of energy 
and in particular electric energy. This 
is required not only for load 
forecasting, but also to make effective 
decisions relating to how energy can be 
utilized more efficiently. For example, 
is electric space heating an efficient 
use for electric power? When energy use 
patterns are available, it will be 
possible to answer such crucial 
questions, and to assess the extent to 
which alternative technologies, 
especially those based on solar energy, 
can be utilized." 


Mr. Burke, given these recommendations 


outstanding from 1980, do you have a load forecast that 


distinguishes between captive and competitive uses for 
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A. We don't label the elements in the 
load forecast that way, but it certainly would be 
possible to, given the detail that we have in our 
end-use models, go down through the list and make clear 
which ones are more obviously captive and some which 
are more obviously competitive, and then there would be 
a gray area for some end uses. 

Q. Given the apparent willingness of 
government to see some shifting between fuel forms as a 
positive strategy, would you agree that it is now 
appropriate to make that distinction in your planning? 

A. Well, Exhibit 258, maybe I should say 
Exhibit 257, the one that looks at potential, has gone 
through a process of identifying cost effective 
opportunities for switching from electricity to other 
fuels. And it's not something that should be in a load 
forecast. I'm not sure whether I caught you correctly 
as implying that it should now be in the load forecast. 

But certainly as far as a planning 
consideration, with the option to switch fuels, we 
should be systematically screening opportunities for 
fuel switching, just as we systematically screen 
efficiency improvement opportunities. 

Q. Was that report authored by Dr. 


Buja-Bijunas? 
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A. Which one? 

Q. The potential for fuel switching 
CEpOrt’. 

A. No, it was produced by a group in the 
economics and forecast division. It is, as the cover 
indicates, it was produced in the energy economic 
section, and the data used in it are data that are from 
the load forecast at some stage. Certainly the data 
are consistent with the data in Exhibit 76, and the 
identification of end uses, which are eligible for fuel 
switching, was something that was discussed in the 
division. 

Q. Do I understand from that answer then 
that you did not, in fact, produce Exhibit 57 -- 

MR. B.” CAMPBELL :*"'°2572 

MR. D. POCH: 257, excuse me, thank. 

Q. Based on a detailed worked up from 
your end use forecasting data bank of the specific 
Captive versus competitive. You haven't parsed that 
and gone through and found if you've got all the 
opportunities? 

MK DURK ices Agee CNInK™ te 1s=quite 
equivalent to doing that. For the residential market 
particularly, we identified the four end uses where 


fuel switching was possible, and we have taken you 
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through the space heating, water heating, cooking and 
clothes drying, and how we for a variety of reasons 
eliminated the two smallest ones and focused on the 
space heating and water heating. All of the data 
involved in the analysis of space heating and water 
heating come from the 1990 load forecast and were 
transmitted to that group that looked at efficiency and 
improvement opportunities last fall when they were 
doing their analysis of EEI potential. 

So, essentially, 2 Spread sheet analysis 
was done in the time available of the potential for 
fuel switching based on the same load data for the year 
2000 that is used in Exhibit 76. I don't believe that 
there is any opportunities that are missing because of 
the way the analysis was done, and that there is any 
discrepancy between the information in the load 
forecast and the information in Exhibit 257. 

Q. I thought you'd already told me that 
you've not actually gone through and done a Captive 
versus competitive analysis. 

A. I think what I'm telling you is that 
for the residential sector, the ones where competition 
occurs are the four that I mentioned. 

Q. All right. Let's look at those. We 


will be coming back to these exhibits later, but you've 
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told us you just excluded further analysis of cooking 
and clothes drying, because it would be viewed as 
impinging upon people's choices where there is a matter 
of some tastes or a different service involved, at 
least in the case of the cooking. I guess I understand 
why you might be hesitant to suggest that for 
mandatory. 

A. It is also very small. 

Q. I understand why you might have 
suggested that on the mandatory side. But can you 
explain why there are no programs which might give 
people an incentive reflecting the societal savings we 
would all reap? Not mandatory, just an incentive for 
changing fuels for cooking or for clothes drying? 

A. Well, I think it is something you 
could look at in more detail in future. You'd have to 
say that, as we have in Exhibit 257, this is a 
preliminary look at the potential, given the recent 
inclusion of the possibility in the Act, Power 
Corporation Act. §Pending inclusion of this possibility 
in the Act, we felt it was appropriate that we come to 
this panel with some analysis of the option. 

And I am not saying for all time that 
cooking and clothes drying need to be excluded. It's 


just they are small options, they face additional 
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barriers, I think, that space heating and water heating 
don't face. I don't think they materially affect the 
results, and, if we look at it in future and find that 
there is a market in the clothes washer area, clothes 
dryer area, rather, I'm sure we will pursue that. But 
in the time available for this study, we didn't think 
we were going to miss much by leaving that segment out. 

QO. Tivtaker it that ‘switching from 
electric clothes drying to gas clothes drying is 
presumed to be cost effective with the total customer 
cost test. 

A. Well, frankly I don't have a lot of 
good information on gas clothes dryers at this point. 
And so I'd have to acquire that. And it certainly is a 
case that you would consider it only in conjunction 
with gas already available in the house. So, you are 
dealing what a subset of a subset, and you know how my 
pie charts went. This would be a smaller slice of the 
intersection sets of these pies. 

Q. I take it you haven't studied what 
the economics are of bringing gas into a house where 
there is a gas main available, but just bringing a spur 
into the house where you are talking about switching 
over a house to heating, water heating, and say clothes 


drying, too, what the economics are on the gas side of 
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that? 

A. Well, I think what we have indicated 
is that for space heating, without the need for duct 
work, that is where it is an electric central furnace 
so there is duct work in place, that the economics are 
Clearly there, and that the economics become less 
obvious, as you have to add duct work. So, we were 
restricting the market to only single-storey houses 
with baseboards. 

When you add water heating, that is you 
can add the gas load associated with water heating to 
that house, then economics improve. So, the 
combination of a single-storey baseboard with water 
heating is quite an attractive combination. That's 
about as far as we've taken it at this point. 

QO. My memory of the evidence from Panel 
l1 was that there was a large increase in the end-use 
forecast, this was a large increase in the commercial 
and residential forecasts in the other category, and 
indeed clothes dryers were in this other category, is 
that accurate? 

A., Yes. -I don't think .there are too 
many clothes dryers in the commercial sector, but yes-- 

Q. In the residential. 


A. --there are some. However, I think 
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those statements are true, but it doesn't follow that 
clothes dryers were necessarily one of those loads that 
we considered to be growing rapidly. I think that 
technology - that has reached pretty well saturation in 
the marketplace. 

O., Could fd aske you. Just tOsprovide. is 
then with the amount of clothes dryer load in Ontario? 
And I take it we could just do the pie chart analysis 
to decide what fuel switching potential there is, Mr. 
Burke? Is that right? 

A. Yes, well, I, as I say, I don't have 
a lot of information on the economics of gas clothes 
dryers. Maybe someone else on the panel does. 

THE CHAIRMAN: You want the electrical 
clothes dryer” load to. start with, is that right? 

MR. D. POCH: Q. Yes, present load and 
in the load forecast. I assume this is something that 
the forecast is part of the end-use forecast. It is 
just a matter of digging it out. 

MR. BURKE: PAs Pts NOl al expla Cit 
forecast. It could be one of those items that Dr. 
Buja-Bijunas indicated we did a credibility check with, 
but it is not an explicit output of REEPS model. 

Q. Perhaps if I could be given that 


undertaking, you could provide us with any caveats that 
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you feel are appropriate, given that it is not an 

explicit analysis. 

THE CHAIRMAN: Number? 
THE @REGISTRAR:: (267.33 
THE CHAIRMAN: 267.3. 

---UNDERTAKING NO. 267.3: Ontario Hydro undertakes to 
provide the electrical 
clothes dryer load, both 
present load and in the load 
forecast. 

THE CHAIRMAN: Should we take the 
afternoon break now? 

MR. DJ POCH: jThatSs fine, MriesChairman. 

THE CHAIRMAN: All right, we will take 
the afternoon break; 15 minutes. 

---Recess at 3:42 p.m. 

---On resuming at 4:00 p.m. 

THE CHAIRMAN: Be seated, please. 

MRaucD 1 POCHs Thank .you;, sMr. Chairman, 

Q. Can I take it from our discussion 
earlier, Mr. Burke, you agreed that in principle the 
correct starting point for determining the role of 
demand management is not electricity service but energy 

service, as was suggested back in I think it was '65 

OG eo s0r rather +75 or “/ih, gumrethose documents? 


MR a BURKE: Sch: Mes . 


O- But deéspitemtnar, sunti)) a month ago; 
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Hydro and thus the Balance of Power did not plan on 
that basis? 

A. Is that a question? 

Q. Yes. It may be an obvious one, but 
it is a question. 

AY. Iv cninketnate tt Cer Sr Crea re. — 
well, I shouldn't say it's clear, but it has not been 
apparent to me, anyway, that the Ministry of Energy has 
done this sort of analysis within which to embed the 
electrical efficiency improvement work or the fuel 
shifting work that Ontario Hydro is currently 
undertaking. 

And I think failing that, it really was 
almost none of Hydro's business to pronounce on how the 
consumers of other energy forms should go about using 
energy. And to plan on the basis of changes in how 
other energy fuels -- how other fuels should be used in 
the province. So that, I think, accounts for why we 
focused on electrical efficiency improvement. 

O.* “You think? Dir- Porter was ‘wrong;. ct 
wasn't appropriate to obtain that data base that he 
suggested and do the competitive versus captive 
analysis and so on to get into that discussion? 

A. For load forecasting purposes, 


Hydro’ =—"'1t 1s vappropriate for ‘Hydro tovdo “this -contvor 
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load forecasting. For energy planning purposes or 
energy strategy purposes for the province as a whole, 
I'm not sure that the Porter Commission recommendation 
suggested Hydro be doing that. “I think it is the role 
of the Ministry of Energy. 

Q. But clearly Dr. Porter was talking 
about the importance of gathering information to form 
the basis for a discussion, as he referred us to, to 
this question of whether, for example, electric heat is 
a good idea. 

A. Well, to a large extent Hydro has 
gathered that sort of information. We just haven't 
necessarily used it, given that it was not, perhaps, 
Pur TOG "tO" ade”~ So" untrie Very recently. 

MR. B. CAMPBELL: And with respect, Mr. 
POC  tnNinkrlt. 1 Se tai COmDOINt Ou bethat wRoval 
Commission recommendations in Ontario are made to the 
government, not Ontario Hydro. 

MER SeD mPOCH sy Oa VAL right) lens move 
past this question of the framework, the energy 
services framework you have or haven't used, I think we 
should say you haven't used for the plan, and look 
simply the question of the different manner that supply 
and demand-side options for electricity are treated by 


Ontario Hydro. 
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First of all, I take it there is no 
explicit principle in or strategy element in the DSP 
calling upon you to take a symmetrical approach to 
supply and demand resources, is there? 

MR. SHALABY: A. Can you elaborate what 
you mean by symmetrical approach? 

Q. Treat them the same. 

THE CHAIRMAN: I am sorry, I'm not quite 
sure I follow myself. What do you mean, treat what the 
same? 

MR. D. POCH: Supply options and demand 
reducing options. 

THE CHAIRMAN: Treat them the same in 
what fashion? 

MR. D. POCH: In how they evaluate them, 
how they obtain them. 

MR. SHALABY: I think we are indicating 
that demand is given priority. That immediately says 
that on exactly the same, demand gets a little edge 
over supply. 

There are also the premiums that are 
given to demand management options that have recently 
been introduced and we discussed that. So, again, 
there is a little bit of difference here. The nature 


of the options differ. It is such a general question, 
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that I could benefit from a little bit of focusing, 
Life 

MR. D. POCH: Q. Well, I guess the most 
obvious, your acquisition strategy, partly because of 
the nature of the resources, differs dramatically. 

MR. SHALABY: A. You are supporting my 
view that things are different, right? 

Q. I'm acknowledging things are 
different. 

A. Yes. 

Q. And one of the -- your plan doesn't 
call for symmetry in the way you acquire these 
resources. You go out and you buy the nuclear plant, 
you then charge your customers for it you don't go out 
and buy the conservation, at least fully, and charge 
your customers for it, fair? 

A. The part of conservation that we buy, 
we do charge our customers for. 

QO. Yes. 

MR. BURKE: A. Just to add on the last 
point, the reason we couldn't really do that is that we 
are talking about the incremental costs in most cases. 
So that while we would buy our customer the efficiency 
improvement features in a refrigerator, we are not 


going to buy them the whole refrigerator. 
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Q. Fair enough. I can amend the 
statement. You don't go out and buy the full 
incremental differential of economically attainable 


conservation potential. 
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4205-ip.Micr] MR. SHALABY: A. Even that as a general 
Statement isn't entirely holding. Because as Ms. 
Fraser indicated, there are programs where we go and 
buy the entire incremental cost. 

Q. Yes, some cases you do. 

A. Some cases we do. 

O- poButi pen igqeneraly, yous donut. 

Asi jeliaccept thaty..ves. 

Q. Would you agree that it is generally 
desirable to, where the circumstances permit, be 
symmetrical in your treatment of electric supply and 
conservation options? That's desirable in terms of 
least cost planning? 

A. Desirable in that it promotes least 
electricity service, is that it? 

Q. Least cost planning, yes. 

A. Would you then advocate not giving 
priority to demand management and not giving premiums 
to demand management? 

Q. I think all we would advocate is 
equal treatment of environmental impacts, how that 
works into it. Whatever you do weigh and however you 
do weigh things, that you should do so even-handedly. 

A.wpeht!' s amquestiom thatasoprt.of is 


really so broad that nobody will object to being 
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even-handed. 

Q. Nobody objects to being balanced 
either, Mr. Shalaby. (laughter) 

A. That's right. But the idea, you 
fully recognize the differences between the nature 
the demand options and supply options. Being 
even-handed doesn't necessarily mean being exactly 
Similar or the same. 

Q. All right. You do indicate that 
there are some barriers to going out there on the 
conservation side, and I noticed, for example, and 
have produced this in Volume 2 at page 44, Exhibit 
page 44. The example I saw there was just before 
Section 3.9.3, Le save: 

If incentives are too high or 
inappropriately applied, undesirable 


distortions in the marketplace could 
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Ot 


we 


270, 


occur. For example, large incentives for 


R2000 homes could increase the 


penetration of electrically-heated homes 


in the areas served by natural gas 
thereby increasing electricity rather 


than decreasing it. 


So, Can; we: take ie. Erom that that <1 f-we 


want to go after all the economic potential for 


Farr & Associates Reporting, Inc. 


Mitchell,Fraser,Wilson, 9142 
Burke,Harper,Shalaby 
Gr ex (D'. Pooch’) 


conservation, we need to exercise some caution in your 
view? 

As “Yess 

Q. And for that particular example, 
would you agree that there usually, and in this case, 
are ways Of avoiding such problems, this kind of a 
backfire effect, and they might be, for example, 
constraints on eligibility in programs, in the R2000 
case you might say grants are only available where gas 
Lsni' tie 

MS. FRASER: A. That's exactlyy what we 
do, but that doesn't get at all the electric homes that 
are built in gas areas. 

Q. Right. And there might be others 
ways which we could get more of that potential, and 
what I would like to suggest to you is that you could 
go to a coordinated approach with other utilities. If 
the same incentive was being offered to go to R2000 by 
both Hydro and the gas utilities, regardless of heating 
Form, then there would be no reason that people would 
be induced by that to go electric in particular. 

A. I think that would be wonderful. 

Q. Let's look at that question of 
coordinated delivery. Let's start by analogy. In 


principle *3, your strategy 34/1, .which appears ’in the 
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evidence, -you say that the planning implementation of 
demand management options will be undertaken with close 
cooperation with the municipal utilities. 

Is it fair to say that without 
coordination with municipal utilities, you would be 
able to attain much less of the potential induced EEI 
than you plan to? 

A. Yes, I believe so. 

Q. And you also say in 3.4.2, 
information on demand management programs will be 
exchanged with the federal and provincial governments. 

First of all, I have to ask, why doesn't 
it say that you will plan and implement demand 
management options in close cooperation with the 
federal and provincial governments like it does with 
respect to municipal utilities? Is that just a 
slip-up? 

A. I guess it's more of a perception 
that the municipal utilities are closer to the 
customer, the first line of contact as I indicated in 
my direct evidence, than the federal or provincial 
government is. And I believe when we do surveys of 
sources of information preferred by people in Ontario, 
I believe the utilities come out a little higher than 


the government. 
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But I think it is just more a matter of 
the way we look towards the customer through the 
municipal utilities as the federal and provincial 
governments are standing behind us. 

Q. Would you feel it appropriate to read 
in then a new element that says you should develop such 
Strategies and deliver programs where appropriate ina 
coordinated fashion with government programs. 

A. We certainly are doing that ina 
coordinated fashion with government programs. The 
street lighting pilot I talked about earlier was a 
joint program with the Ministry of Energy. The 
Ministry of Energy also runs a industrial audit 
program. We coordinate our activities with them. I 
talked in detail about the audits that we are actually 
doing for the federal and provincial government 
buildings and we are working through those strategies 
in terms of what is essentially their own in-house 
programs with them. 

So, I think there is a fair bit of 
cooperation, more so with the provincial than the 
federal because in the last little while the federal 
government has sort of reduced its program emphasis. 

Q. I wanted to ask you about that and 


maybe I will take the opportunity now. What was 
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included in the plan for.government sector 


conservation? 

A. In terms of the penetration that we 
would get within offices? 

Q. Sure. 

A. I believe I also spoke to to this 
Thursday in discussions with Ms. Couban. That at the 
time the estimates that I made with respect to the 
commercial sector, the original estimates were done at 
the time when we could not give cheques to either 
Receiver General of Canada or the Treaurer of Ontario. 
Since that rule has been relaxed, there has been some 
re-estimation of penetration on balance, though. 
Actually the more we found out, that went down below 
the commercial sector. However, if we got some sort of 
Firm commitment on either a total basis or a 
building-by-building or project-by-project kind of 
basis, with respect to say 100 per cent conversion in 
their buildings, I would see something different. 

Right now I estimate that between the 
federal and provincial government together, they would 
probably account for somewhere between 15 and 20 per 
cent of the commercial floor space in the province, and 
yet if you look at, say, their participation in our 


Savings by design program, they account for about 1.8 
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per cent.of the applications. In our lighting program 
it's probably even less. 

Q. So, in fact, that consistent you are 
telling me with what you had expected. That in fact -- 

A. It's been harder than what I 
expected. 

We expected that they would -- because 
they are obviously in business forever, that they would 
deal with things and look at things in the long term, 
you know, long-term discounted cash flow, the same way 
we would. Obviously that's not the case. 

With the federal government project we 
initially started looking at everything in our audits 
that had a 10-year payback or less for them. And even 
with that, it still averaged out about 2.8 years for 
the pilot that we did with the Energy, Mines and 
Resources with respect to their 59 buildings in Ottawa. 

In our initial discussion with the 
provincial government, they only wanted to look at 
things with a 5-year payback or less. When we 
explained to them that even looking at our 10 year we 
averaged out at 2.8, they agreed then to look at 10 
year. 

But it's not necessarily as easy as 


dealing with some of the developers who are where they 
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are, or building managers. a hane — 

Q. Profit motive is not there to be 
harnessed. 

A. And where the profit gets to is 
certainly closer to the centre of the decision-making 
than in government situations. 

Q. Yes. You spoke also about split 
incentives, I understood that. Could you tell me then 
what your assumed attainment rate is in that sector, 
the public building sector? 

A. Actually, the way we split is up, 
it's broken up by offices, and so there would be a 
little bit of public sector in each, so it's sort of 
Sprinkled through, so I haven't done it... 

Q. Do you have it for one of the larger 
ones, for example, public sector offices? 


A. We haven't broken it down. What we 
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did was looked at offices generally and what we thought 


we could get, looking at, okay, some of this -- we, 
quite frankly, have not looked at it in that detail. 
Q. What is the numbers for offices 
generally then? 
A. I believe that's in Exhibit 76. I 
wil SlOOkeeuts Upetoreyou, 


For existing offices we are looking at 
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about 40 per cent penetration averaging over the 10 
years. So, that's getting up probably around 60 per 
cent by the time we get to the end of the decade. 

Q. And I take it that you had assumed 
the government would be just as good as anybody else 
when you made those estimates? 

A. First of all, we assumed they would 
be better because we were going to give them 
incentives, so once we backed that off and... 

Q. And so you were probably assuming 50 
per cent or some such number? 

AY ‘In the ball park, sure. 

Q. Good enough. 

Principle 3.13 says that Hydro identify 
other barriers to increase deficiency and work with 
other parties as appropriate towards reduction or 
elimination of such barriers. Would this be one such 
example? 

A. That's one good example. That and 
the non-profit housing that I talked about the other 
day in terms of the maximum unit price. 

QO. "And @r*take rt in both cases, i£- you 
agreed to pay for the incremental costs totally, you 
would get past those barriers? 


A. Well, in actual fact, with respect to 
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the federal government, it's not just as simple as 
saying we will pay for it. We are having to get 
involved in their decisions about what is a good 
technology to go with, and those sort of decisions get 
quite complex. 

You are probably going to get tired of 
hearing me sing the virtues of T8 lights, but Energy, 
Mines and Resources policy people agree with us with 
respect to the value of T8 lighting. When we get down 
and start talking to the public works people who 
actually have to write the specs for things that have 
to be done, they are more interested in putting in 
products like fluorescent power reducers which actually 
reduce light levels. 

And so it's sorting through those sorts 
of barriers in terms of the technical, either both 
understanding, appreciation, the reliability, they are 
comfortable with the status quo, and those sorts of 
things. So, it's not just the financial aspects, even 
in the case where you have got two willing groups 
sitting down at a table talking. 

©. 1 take it, though, that the Financial 
aspect, given the discussion you said you had with them 
about paybacks was certainly one of the barriers even 


in the government sector? 
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A.» Yes. 

Q. And would one of the barriers to 
realizing economic energy efficiency improvement be the 
cost of administering demand management programs 
themselves? These costs can be significant? 

Let me back up. 

A. Significant compared to what? 

Q. Let me back up and say, when you do 
the total customer cost test, you include an assumption 
of what the delivery and OM&A costs, these are real 
costs that you will have to incur, you include those in 
there, do you not? 

A. We include the incremental ones, 
thatrss rights 

Ov teathinktiweiiwiliN get to thisclater, 
but generally, you have been assuming numbers around 
$350. In the plan you assume $350 a kilowatt and you 
have refined that now to 320 and 420 depending which 
sector? 

A. Yes. But I point out that when we 
actually do a particular program design, we look more 
specifically at the incremental cost for that 
particular program. 

Q. Yes. But when you were planning, 


when you were doing the plan and you were making -- 
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A. It*s a balipanis. 

Q. You had to make an assumption when 
you did your economic potential screening and you made 
your first estimates of what is going to be attainable 
so that the system planners could go ahead and see what 
the gap was, you assumed it was about 350-- 

A. Yes, we did. 

Ow, sack Plowatt. «tin effect, that's the 
number that was used at the time when you struck the 
2,000 for 2000? 

A. Yes, that was the number that ended 
up in the 1989 demand management plan. 

O@c-Andithat' senotfan insignificant 
amount. 

Mr. Shalaby, maybe you could help us 
here. I don't know what kinds of dollars those are, if 
they are levelized or net present value or what, but on 
an equivalent basis, the capital cost of a nuclear 
plant, I take it, would only be three or four times 
that. 

MR. SHALABY: A. Compared to the demand 
management? 

Q. Just the $350 a kilowatt we have 
heard for OM&A? 


A. UYout ar emin wher voht? ballpark, yes. 
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MS ERASER: Awl might ~pointwoutsthat 
at that time the $350 of OM&A was treated as OM&A. We 
have now, as we discussed yesterday, refined the way in 
which we capitalize and treat those costs. 

So, it's not all pure admin. dollars in 
there. It might be advertising, which are part of the 
delivery to increase awareness and so on and so forth. 

O.w.nlo bevfatrethen,. thatunumber 16 about 
non-capital costs, that is costs that aren't for the 
measure itself, the piece of equipment? 

A. That's right. When the $350 number 
was struck, that was for everything except incentives. 
At that point only incentives were being capitalized, 
so OM&A at that point included everything else. 

Now we would look at it ina bit 
different way. We look at it a bit more holistically, 
I guess. 

Q. But that 350 doesn't include the 
actual amount you are contributing or the customer is 
contributing to pay for the smart light bulb? 

Po exec LY. 

Q. We will come back to this a little 
later. 

Suppose that you had a measure that by 


itself would provide cost effective savings if you only 
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count the installation costs of the measures, if you 
Forget about the administrative costs, and that if you 
have to have a separate standalone delivery program to 
reach the customer and get that measure installed, in 
some cases that could overwhelm the net benefits of the 
measure itself. Given the scale of OM&A costs we have 
been talking about, I take it that's not inconceivable? 
You have to say yes for the record, or no. 

A. Okay. Yes. 

Q. So, in that case, if you had to 
deliver it through that route, that would amount to a 
barrier, a standalone program to achieve the 
installation, the cost of that program, that is the 
OM&A cost of that program, could constitute a barrier 
to increased deficiency even though the cost of the 
technical measure in turning the wrench or whatever you 
have to do to it, might be cheaper than the supply 
option? 

A. Yes, but we are only talking at a 
hypothetical point here. We haven't had any programs 
in terms of the way we have designed them that have 
failed the total customer cost test. 

I guess I would point out that we have 
had some projects under what was then thermal cool 


storage which is now subsumed under savings by design, 
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that purely because of the fact that the customer was 
fed from the 115 kV line, that the costs and benefits 
were a little different than the average thermal cool 
storage project, and we went ahead with that project 
even though if we had added in the administration costs 
that would not have passed. 

Q. Isn't it possible that as we get into 
sort of second generation programs, as technologies 
emerge, the dimmable ballast, I don't know what it 
costs, whatever, that's a year-and-a-half away, there 
is going to be some on the margin at any given point in 
time? 

A. We certainly hope that that's one of 
the impacts of our demand management programs, is they 
bring a lot more new technologies down the pipeline. 

Q. It seems to me there is a number of 
possible scenarios here when we get into the realm of 
cooperating with other utilities. For example, it's 
conceivable we could have a lighting efficiency 
measure, a retrofit measure, in homes that are gas 
heated, and they have gas water heating, and the 
measure itself is cost effective but too small in 
itself to support a delivery program of actually going 
into that house because there is nothing in it for 


Ontario Hydro in terms of while in your there sealing 
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the cracks or anything else, you would be conserving 
gas. But it's nevertheless possible that the kinds of 
things you would do if, it had been an electrically 
heated home to seal up and to insulate water jackets on 
the water tank, what have you, might be cost effective 
compared to avoided gas costs. Does that sound 


plausible? 
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[4:28 p.m. ] A. I assume you could do the same kind 
of analysis with them and ours. 

Q. Yes. And it just seemed to me that 
in such cases, if you combined the gas and electric 
Savings, and you combined the delivery of the measures, 
when you sent somebody that house they do both, you 
could obtain some savings that wouldn't otherwise be 
particularly cost effective because of the otherwise 
heightened delivery costs of separate delivery, and you 
told us these costs can be significant? 

A. Yes, I was speaking only 
hypothetically, because we haven't done analysis on 
that basis, that seems to make intuitive sense to me. 

Q. The same could be true, for example, 
if we brought in a water utility, municipal corporation 
providing water or separate water utility. It might be 
that they'd be happy to have you go in and make sure 
airators and showerheads are installed in every faucet 
and shower. 

A. As a matter of fact, some of our 
local customer energy services offices are working with 
local water supply authorities in order just to do just 
that. They are taking the showerheads from our program 
and putting them in. 


Q. So, there are savings there for the 
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water delivery systems and the water treatment and 
sewage treatment and so on, which aren't captured in 
your total customer cost test as some kind of a 
benefit, for example. 

Ae 6 COTLTECE, 

Q. And we could magnify those savings to 
the extent that a coordinated approach with water 
utilities and gas utilities and so on could get this 
economy of scale and delivery, could reduce the OM&A 
per unit of energy? 

A. Again, not having done the analysis, 
but intuitively I would agree with the direction. 

Q. I take it that in developing the 
plan, you haven't, when the plan was set, 2000 for 
2000, the world had not yet progressed to the point 
where you could plan on that kind of an approach. 

A. Thats correct. And similarly, we 
went into program design. One of the things that we 
had to, at the time, include in savings by design was 
that fuel switching or gas substitution was not an 
ODELON. 

We certainly, at that time, raised those 
sorts of questions with the Ministry of Energy, and, 
you know, in terms of appropriate fuel choice policies. 


‘Q. Can you refer, in our background 
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materials, Volume 1, to page 102? This is a memo which 
was provided as part of the PCRD from Vickie Sharp, 
Manager of Program Testing and Analysis, Program 
Support and Services Division, which I take it is part 
of the energy management branch. 

Ain ales. 

Q. It is March '9l, pretty recent. And 
it is talking about a water heater tune up initiative, 
and it refers to an alternative that allows for higher 
participation amongst gas heated customers requesting 
the home visit tune up. And it says: 

"This alternative is cost effective 
under the total customer cost test--" 
Excuse me, I'm just looking for my cite 

here. 

"=-and it results in higher total 
demand reduction compared to the previous 
alternative. The absolute net benefits 
are $27-million lower." 

And it talks about the cost of 
walk-through audits for gas heated homes is not cost 
effective for the,measures installed. Have I got that 
right? 

MS... MITCHELL: CA... Yes. 


Ont CLOCeS One OmSsay.: 
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"A program design limiting their 

Pathictpatwonze:: 
and I take it that means of gas heated homes. 

BaquGorrect. 

Q. "--will result in a better overall 

net benefit and an alternative program 

designed for installing these measures in 
gas homes would be more cost effective." 

Now, doesn't this establish that Hydro 
only looks, first of all, that Hydro only looks at the 
Savings in gas-heated homes from the standpoint of 
electricity savings? 

A. jsCOrrect: 

Q. And so-- 

A. At the time this program was 
considered. 

Q. Right. And in March '91 the gas 
Savings potential really had no value in the total 
customertcose test. 

A. Correct. 

Q. And in this case, the high program 
delivery cost of electricity savings measures in the 
gas heated homes was buried. 

ASS Liamrsorry ,Mledidntt ccatch the 


beginning of it. 
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Q. The high program delivery costs of 
electricity saving measures in the gas-heated homes was 
buried. 

A. Correct. 

Q. Just the kind of thing we were 
talking about hypothetically before. 

If you could turn with me to page 71 of 
this same exhibit, this is also taken from the PCRD, 
part 2, Volume 1, and it is from the description of the 
home tune-up packages. I want to make sure I 
understand this. 

"Installing electric energy 
efficiency measures in gas heated 
homes--—" 

which if you look at the bottom, there is in capitals, 

"GAS SPACE AND WATER HEATING HOMES COSTS 

$60 PER HOME." 

Act ssthaty Gacomrect. 

Q. "--and installing water heating 

conservation measures," and this is at 

the top of the page, “is a cost per home 

Of S12 Oe 

That's in an electric water-heated home. 
And that the difference, there is some extra measures 


thateadd:s $60. to the cost wf. treating. | Invother words, 
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you are doing what you were doing for $60 in the 
gas~heated home, but you are doing some more, and the 
total package is $120. 

A. Correct. 

Q. I take it that is an indication that 
the more limited installation list for the gas-heated 
home indicates that the -- that Hydro has decided that 
the extra $60 of measures, the difference between that 
approach and the one taken where you've got the 
electric water heating, aren't economically justified, 
because of course, you are only looking at electricity 
conservation as a justification. 

A. Thais; corrects” That."s correct.- We 
are only doing those gas homes on a reactive basis. 

Q. Let's explore the coordinated 
approach, which Vickie Sharp, her memo suggests is 
needed. Would one idea be for Hydro not to treat the 
gas heated homes, and instead reimburse gas utilities 
for installing electric efficiency measures? 

A. Yes, that's an idea. 

Op; © And the' topposite: is htrue qttoomeyou 
could seek reimbursement from the gas utilities and do 
the full package? 

A. I suppose so. 


Q. Again, water utilities might have an 
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interest in this? 

A. Yes. 

Q. I don't think I need to take you to 
the excerpts we have provided, but in the materials, 
and Ms. Fraser, you may be familiar with this, there is 
the example of the United Illuminating's Homeworks 
Program's in the States, where they got third parties, 
I think in that case nonprofit organizations, to go in 
ands get-all three utiiities to pays Lorsit. Are you 
familiar with that approach? 

MS... FRASER: 7A. leam. not. nO. aut 
concentrate on the commercial stuff. 

O. 2 leamt SOLLTY, vabsolutel yerrqnte = Lenjusc 
remembered you had been in Boston at the conference. 

Ms. Mitchell, are you familiar with that? 

MS. MITCHELL: A. I'm somewhat familiar. 

Q. You agree that it's an option that 
might be attractive and workable, given the competitive 
nature of utilities? 

A. wea il agree that. 1 gean option. 

MR. BURKE: A. I just have one thing to 
observe about the discussion, Mr. Poch. That is that 
at this point the gas utilities don't have an incentive 
to conserve particularly, and so while hypothetically 


we ‘can ‘discuss all of thesevoptions,= 1) practice at 
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this point I'm not sure we could negotiate directly 
with the gas companies and find them interested in 
spending money on reducing the demand for the sale of 
their product. 

Q. Mr. Burke, are you aware that the 
Ontario Energy Board, I think, is intending, if they 
aren't already, holding hearings? They are going to 
hold a generic hearing on least cost planning and 
providing gas companies with incentives to basically a 
means of earning a return on investments in 
conservation? 

A. I'm aware that such a hearing is 
planned, but it's a long way from actually changing the 
rules by which the gas companies work. 

Q. All right, fair enough. Would you 
agree that, though, such an approach would be entirely 
consistent with the policy stance of the current 
government as you understand it? 

A. It would. But there is a difference 
in the sense that Ontario Hydro is owned, in a sense, 
by the public and the gas companies are not. 

Q. And they are regulated, are they not? 

A. Yes. 

Oc Wer are’ talking -25-vear planning 


horizon here. Doyou” think it’ 1s*not appropriate to 
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look ahead at these kinds of opportunities and iEEyeto 
encourage them, and plan on some likelihood of them 
coming to be? 

A. Mecthink lit tdsiivery appropriate efor 
the government to do that. 

Q. Are you aware that I think two 
members of this Board are members of the Ontario Energy 
Board? 

A. I wasn't aware of that, no. 

THE CHAIRMAN: I'm not aware of it, 
either. 

MRia7D ePOGH 3 s'Perhaps ite Tesonly one a mel 
think perhaps only one, then. I'd understood there had 
been a cross appointment and that was a purposeful act, 
Mr. Chairman, but I guess it hasn't been taughted 
particularly. 

THE CHAIRMAN: Just so it is clear, I 
think one member is a member of the OEB. 

MR 3Di3 POCH sheaves; 

Q. <«SoeMr 4 i:Burkeifiirom that fitake ‘it iwe 
can presume the government would hope to attain its 
policy objectives and utilize all the avenues available 
to it, and that is an appropriate basis for planning? 

MRi BURKE Ao eomenOt sive ss elitiink. at 


is a judgment someone will have to make. Whether it is 
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an appropriate basis for planning, all I wanted to say 
is that your examples were hypothetical at this point. 
And that whether they are realized in future is yet to 
be determined. 

Q. All right. That seems to be -- I 
hear that a lot. We heard it with dimmable ballasts, 
they are not on the shelf at the electric supply yet, 
so they are not in your plan. I take it that that is 
the basis for the plan you have presented, that you are 
trying to deal with sort of more concrete realities, 
and you are trying not -- you are trying to avoid, with 
exceptions, speculating on what is to come? 

A. Well, in my direct I talked about the 
issue of new technologies and how we treat them, 
because it is not really possible to get a 
comprehensive handle on what the total impact of all 
new technologies will be in future. And so we take a 
Snapshot as it stands today, and we try not to 
speculate. You are right. It doesn't mean that we 
have never heard of these technologies or we don't know 
they are coming. It is just that when we take our 
snapshot five years from now, it is not necessarily the 
only thing that is going to be different five years 
From now. 


So, we are trying to be as concrete as we 
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can with the information we have today and we use 
trends in technology in the basic load forecast to 
capture some of these broad trends, without trying to 
be too specific, because I think if we try to base our 
forecasts on all of the new technologies we can 
identify, we are sure to miss lots of new technologies, 
which will affect the load forecast, primary or basic, 
and it is not clear in what direction. 

Q. Mr. Burke, you have just told me you 
know about some of these technologies coming down the 
pipe. So you are saying it is better to ignore that 
knowledge for fear you might have some kind of a biased 
sample? 

A. Effectively, yes. 

QO. All. right. Would you, just going 
back to our coordinated delivery approach, would you 
agree that to the extent we can coordinate programs 
with other utilities, go into a house once and put in 
the gas conservation and the electric conservation, and 
indeed the water conservation measures, that would tend 


to reduce societal costs overall? 
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[4:45 p.m.] © MS. MITCHELL: A. Yes. I would agree 
with this, and I think that we have demonstrated that 
we have considered this as evidenced by the Espanola 
project and home tune-up project which I referred to in 
my direct evidence which has been put on hold until the 
fFuel-switching options have been resolved. 

Q. I am not necessarily suggesting you 
are not ready, willing and able to do this; I am just 
trying to examine the options that we should be sure 
and capture when are looking at ultimately what numbers 
to use for planning purposes for attainable and 
potential. 

MS. "FRASER: °A. © “I "might ‘also™=pornt out 
that I have made the suggestion to the Ministry of 
Energy staff with respect to what could be called the 
fungability of energy saving credits between utilities. 
They duly wrote it down; however, even in their 
consultation meetings that they had in June at Glennin 
College (phoen.), I didn't see much evidence of that 
kind “of *thinking “back®and “forth. At ethis point’ lb done 
think it's something that we can base our plans on. 

Q. And indeed, the benefits of 
coordinated delivery, they don't depend on the 
hypothetical case of it not being cost effective for 


you or the gas utility, even where it's cost effective, 
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all the programs you do, all the measures you would 
install would be cost effective just on an electricity 
basis and all the gas measured would be cost effective 
just for them and cost effective covering delivery 
cost, there is nevertheless a societal benefit in 
reducing those costs with a coordinated approach? 

A. I would say so. 

Q. And that would free up resources, if 
nothing else, to go deeper, if we can. 

Ni, Yes yal ethinkséso. 

Q. I would like to move on to what in 
the outline is part 3 of our cross-examination of 
principles, and let's talk about the general strategic 
principles first of all. 

If you could turn up in the Balance of 
Power, the appendix, A, strategy elements 1.7 and 8, 
which are -- excuse me, I will find the cite. 

I'm sorry, I am reading my notes wrong. 
Lie sl. 7.andtlas, not.velement 7 vandieydand wut iis at 
page A2. 

I take it that you have got two sets of 
criteria here, primary criteria which must be met, and 
we use these for evaluating and developing recommended 
plans, and that's in 1.7, and include environmental 


requirements and standards, and secondary criteria, 
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which will be considered and which may influence 
recommended plans, and that includes environmental 
characteristics and public safety characteristics, and 
so on. 

And by the way, it does note, I can't 
resist observing, in developing plans the secondary 
Criteria will be quantified to the degree practical. 

But as between 1.7 and 1.8, this 
two-tiered system, what does this hierarchy imply if an 
option is, Say, cheaper in dollars and therefore 
consistent with low costs of power, which is a primary 
consideration, but it's worse on environmental 
performance and public safety, would it win over a more 
expensive but cleaner and safer option? Can anybody 
help me with that? 

MR. SHALABY: A. I think this is where 
the trade-offs and the judgments and the considerations 
that are discussed in more detail in Chapter 15 come 
in. I assume we will get into that more once we have 
seen all the options, have seen all the pros and cons 
and the trade-offs can be made more fully at that time. 

Q. Perhaps we can narrow this then at 
point and talk about this distinction between 
environmental requirements and standards on the one 


hand, mandatory, and environmental characteristics in 


Farr & Associates Reporting, Inc. 


24 


25 


Mitchell,Fraser,Wilson, 9170 
Burke,Harper,Shalaby 
Sheen «(Ds POON) 


the secondary area criteria. Could you just explain 
that to me? 

A. I would like maybe to take you to the 
Origin of why some criteria were called primary and 
some were called secondary. 

I believe in the draft demand/supply 
strategy, those criteria were all one together. And as 
a result of feedback that we received from people who 
participated in the review, people said -- and I am 
reading from page 91 of Exhibit 73, there were inputs 
to the -- meaning priorize or tell us what you weigh 
more than others. And in response to that request, 
Hydro categorized the criteria into two groups, some 
that must be met category, the primary, and the other 
ones were secondary. So, that is how they came about. 
We had them at one lump and people asked to assign 
priority to them and that's what we have done. 

Now, to come back to your question, what 
is the difference between environmental requirements 
and standards and environmental characteristics. It is 
plainly what you just mentioned, meeting the law is a 
must, improving on the law is desirable. 

Oe) Albatigne. canor Leber. youTco 
Exhibit 74, page 30. Exhibit 74 is the DSPS Report, 


666 D SP. 
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You obviously had no Biblical scholars 
who were warning you against that particular choice of 
numbers. 

A. What page? 

Q. Page 30. And I would like to read 
you the second paragraph, which says: 

Consistent with the leadership role, 

Ontario Hydro's safety and environmental 

standards often exceed regulatory 

requirements. In such cases, Ontario 

Hydro's standards are considered as a 

primary criteria that must be met. 

So, can I take it, then, when it comes to 
standards, 1t°s a matter of ‘choice. ~ Lt'sunot 
mandatory; it's a choice that Hydro makes what to adopt 
as a Standard, and) if you adopt: it as a, standard it 
becomes mandatory. 

A. TO our operating staff and to our 
operating personnel, the standards are requirements 
that they must meet, yes. 

Q. Right. And you would agree that 
Hydro exercises some choice in what it determines is a 
Standard. We are not talking about regulations here, 
we are talking about things that Hydro escalates to the 


status of a standard? 
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A. Yes, 

Q. So, in interpreting even that list as 
we see it now, the secondary and the primary list, 
there is some exercise of judgment? 

A. There is judgment all over this 
place, yes. 

Q. And I take it, if you don't happen to 
exercise the judgment that way, then the minimum 
requirements in the law are the ones that take place, 
residual impacts aren't costed and so aren't counted in 
avoided cost and used to help screen in or out DSM? 

A. Yes. 

OMA lV Gight-mrCouladvierefer-youw to 
Exhibit 73, which is the large multi-part exhibit, part 
C. And I am just trying to find my page, if you can 
give me a minute. 

I will have to come back to that, Mr. 
Chairman, I have lost my cite. 

How do you give weight to the 
environmental elements or factors which don't happen to 
have been escalated and ensconced into avoided cost by 
reason of it being categorized as standards? How do 
you weight those factors in determining the level of 
DSM in the plan? 


A. I am trying to think of an example 
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of... What could an example of that be? How can you 
escalate what? I am sorry, I can't visualize what it 
is you are asking me about. 

Q. Well, is there anywhere where you 
have done an analysis to support perhaps more DSM based 
on the environmental benefits, other than where you 
have sort of automatically done that by virtue of 
including standards and regulations in your avoided 
cost? 

A. We have added a 10 per cent premium 
that we talked about in Panel 3. 

OF. You NavenaddedwthatmerorInon-uti lity 
generation too, though, have you not? 

Aw Thats right. 

Q. That's not any kind of analysis which 
looks at actual environmental impacts and tries to 
adjust forpchateaeis sit 2 

A. In part. We talked about that at 
great length. In part, it recognizes the environmental 
benefits of those options, but not a great analysis in 
great detail. 

Q. There is no analysis offered in 
support of that suggestion; is there? 

A. Not an environmentally detailed 


analysis, no. 
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Q. Okay. I did find the quote I wanted 


COs Leber stouberore, iG sr in parts c Of exhibs bivayeat 


page 110. Actually, Mr. Argue found it for me. And 


this is Ontario Hydro's report of what the Ministry of 


Environment said to, I guess, the -- it says the 


committee, I assume that's the Select Committee, and 


the Ministry of Environment as reported by you as 


having said at 3.09, Section 1.14: 


economic DSM, 


Ontario Hydro has recognized in the 
DSPS that there are currently regulations 
in place to protect environmental 
parameters and that these regulations 
will be adhered to. The regulations, 
however, provide the maximum limits for 
pollutants in the environment, and 
Ontario Hydro has a responsibility to 
minimizing environmental damage. 

Do you think that DSM beyond merely 


is one way that you could honour that 


responsibility? 


A. If you had one objective, that would 


be a way of achieving it, yes. 
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[4:48 p.m. ] Q. So, it depends on the priority you 
place on the strategy elements and these various 
competing needs and responsibilities, we could have a 
different DSM plan, an alternative plan if we change 
the priorities. 

A. Yes. 

Q. All right. And if we have 
alternative DSM plans, which you have agreed you 
haven't provided us with, isn't the corollary of that 
that automatically it would mean you would have 
produced alternative supply plans? 

A. If you have different demand 
management amounts, you will have different supply 
plans, yes. 

MR. D. POCH: Mr. Chairman, I'm about to 
change topics. 

THE CHAIRMAN: All right, we will adjourn 


until tomorrow morning at 10:00. 


---Whereupon the hearing was adjourned at 5:00 p.m. to 
be reconvened on Tuesday, August 27, 1991, at 10:00 
a.m. 


JAS/RT [c. copyright 1985] 
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